test must not exceed 90 percent of the
test pressure. If, due to failure of test
apparatus, the test pressure cannot be
maintained, the test may be repeated
at a pressure increased by 10 percent or
100 pounds per square inch, whichever is
lower.
. * - T »

(@) Cylinders must be tested as fol-

lows:
(1) At least one cylinder selected at
random out of each lot of 200 or less
must be tested as described in para-
graphs (a), (b), and (¢) of this section,
to at least two times service pressure. If
a selected eylinder fails, then two addi-
tional specimens must be selected at ran-
dom from the same lot and subjected to
the prescribed test. If either of these fails
the test, then each cylinder in that lot
must be so tested; and

(2) Each eylinder not tested as pre-
seribed in subparagraph (1) of this
paragraph must be examined under pres-
sure of at least two times service pres-
sure and must show no defect. A cylinder
showing @& defect must be rejected
unless it may be requalified under
§178.66-18(a) .

(E) In §178.58-11(a), subparagraph
(1) is amended, and subparagraph (5) is
canceled as follows:

§178.58 Specification 4DA: inside con-
tainers, welded steel for aireraft use.
§178.58-11 Heat treatment.

(a) * * =

(1) All containers must be quenched
by oil, or other suitable medium except
as provided in subparagraph (4) of this

paragraph,
L4 L » ke *
(5)" [Canceled]
* » L L3 L

This amendment is effective Septem-
ber 30, 1972; however, compliance with
the regulations as amended herein is
authorized immediately.

(Secs. 831-885, Title 18, U.S.C. sec. 9, De-
partment of Transportation Act, 49 U.8.C.
1657; Title VI, sec. 902(h), Federal Aviation
Act of 1958, 40 U.S.C. 1421-1430 and 1472(h))
19%?“9(1 in Washington, D.C., on July 17,
G. H. READ,
Captain, Alternate Board Member,
for the U.S. Coast Guard.

JamEes F. RUDOLPH,
Board Member, for the
Federal Aviation Administration.

KeNNETH L. PIERSON,
Alternate Board Member, for the
Federal Highway Adminisiration,

Mac E. ROGERS,
Board Member, for the
Federal Railroad Administration.

IFR Doc.72-11250 Filed 7-20-72;8:48 am]

RULES AND REGULATIONS

Chapter X—Interstate Commerce
Commission

SUBCHAPTER A—GENERAL RULES AND
REGULATIONS

[Ex Parte No. MC-19 (Sub-No, 15) |

PART 1056—TRANSPORTATION OF
HOUSEHOLD GOODS IN INTER-
STATE OR FOREIGN COMMERCE

Practices of Motor Carriers of House-
hold Goods; Reservation of Ve-
hicle Space by Shippers

Amended order. At a general session
of the Interstate Commerce Commission,
held at its office in Washington, D.C. on
the 10th day of July 1972.

It appearing, that in the order hereto-
fore entered in this proceeding the Com-
mission prohibited household goods car-
riers from making estimates and/or
charges based on the reservation of a
portion of the space of a vehicle; and

It further appearing, that a complaint
has been filed in the U.S. District Court
for the District of Columbia, Civil No.
878-72, Movers & Warehousemen’s Ass'n
v. United States, attacking the Commis-
sion’s order insofar as it applies to Part
(2) and Part (3) moves; and

It further appearing, that by order
dated June 28, 1972, this proceeding was
reopened for further consideration inso-
far as it applies to shipments of the type
defined in 49 CFR § 1056.1(a) (3), name-
1y, “articles, including objects of art, dis-
plays, and exhibits, which because of
their unusual nature of value require the
specialized handling and equipment usu-
ally employed in moving household
goods;"” and

It further appearing, that in light of
the court case described above, and in
order to keep the matter in perspective,
further consideration should also be
given to this order insofar as it applies
to shipments of the type defined in 49
CFR § 1056.1(a) (2), namely, “furniture,
fixtures, equipment, and the property of
stores, offices, museums, institutions,
hospitals, or other establishments, when
a part of the stock, equipment, or supply
of such stores, offices, museums, insti-

tutions, hospitals, or other establish-
ments;” and good cause appearing
therefor:

It is ordered, That this proceeding be,
and it is hereby, reopened on our own
motion for further proceeding in the
manner hereinafter set forth solely with
respect to shipments of the particular
types of articles defined in § 1056.1(a) (2)
of the regulations of the Interstate Com-
merce Commission (49 CFR 1056.1(a)
(2)), namely, “furniture, fixtures, equip-
ment, and the property of stores, offices,
museums, institutions, hospitals, or other
establishments, when a part of the stock,
equipment, or supply of such stores, of-
fices, museums, institutions, hospitals, or
other establishments;” and in § 1056.1
(a) (3) of the regulations of the Inter-
state Commerce Commission (489 CFR
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1056.1(a) (3) ), namely, “articles, includ-
ing objects of art, displays, and exhibits,
which because of their unusual nature
or value require the specialized handling
and equipment usually employed in mov-
ing household goods;”

It is jurther ordered, That no oral
hearing is contemplated but that parties
may submit for consideration verified
statements in support of their respective
positions in the manner hereafter set
forth;

It is further ordered, That the persons
named in Appendix A* be, and they are
hereby, permitted to intervene with the
right to appear and participate in all
further proceedings:

It is further ordered, That in order to
give the interested persons, not already
parties an opportunity to participate in
the matter, notice of this order shall be
published in the FEpERAL REGISTER, with
the provisions that such interested per-
sons can become parties merely by in-
dicating in writing their desire to par-
ticipate before August 7, 1972;

It is further ordered, That after ex-
piration of the date fixed for filing of
intention to participate in the next pre-
ceding paragraph, the Commission shall
prepare and make available to all parties
to the proceding a list containing the
names and addresses of all parties upon
whom all initial statements and replies
thereto must be served, and at the time
of service of the service list, the Com-
mission will fix the time within which
initial statements and replies thereto
must be filed; and

It is further ordered, That orders here-
tofore entered in this proceeding on
February 28, 1971, and April 27, 1971,
remain in full force and effect as to all
shipments other than those defined in
49 CFR 1056.1(a) (2) and (3), as more
fully described above.

By the Commission.

[sEaL] JosepH M. HARRINGTON,
Acting Secretary.

[FR Doc.72-11315 Filed 7-20-72;8:53 am]

Title 6—ECONOMIC
STABILIZATION

Chapter Hl—Price Commission
PART 300—PRICE STABILIZATION

Accounting and Financial Reporting
Requirements

The purpose of this amendment is to
add a new Subpart B “Accounting and
Financial Reporting Requirements” to
Part 300 of the Price Commission’s reg-
ulations, and to add as new Appendix IV

1Filed as part of the original document.
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thereto certain procedures for imple-
menting the new subpart.

Information submitted to the Price
Commission to date has generally not
conformed in all material respects with
the accounting and reporting require-
ments of the general instructions to
Form PC-50 and PC-51 and often have
not been in accordance with generally
accepted accounting principles and with
the practices customarily followed by the
firm, applied consistently. Further, re-
conciliations from audited or published
financial reports to data submitted on
Price Commission reports were often
omitted or incomplete.

The Price Commission has adopted this
regulation requiring that certain proce-
dures be performed by independent pub-
lic accountants as outlined in Appendix
IV to ensure that the accounting infor-
mation submitted to the Commission is
prepared on a consistent basis and that
the information submitted is sufficient
for effective regulation. Similar require-
ments have historically proven successful
by other regulatory agencies. Procedures
are limited to provide maximum benefit
to the reporting firm and the Price Com-
mission at a reasonable cost to the firm,
and because of time and cost considera-
tions, audited submissions are not re-
quired by this regulation.

Because the purpose of this amend-

ment is to provide for the use of certain
procedures and to provide immediate
guidance and information as to the price
stabilization program, notice and public
procedure thereon are unnecessary and
impracticable, and good cause exists for
making them effective in less than 30
days.
(Economic Stabilization Act of 1970, as
amended, Public Law 91-379, 84 Stat. 799;
Public Law 91-558; 84 Stat. 1468; Public Law
92-8, 85 Stat. 13; Public Law 92-15, 85 Stat.
38; Public Law 92-210, 85 Stat. 743; and Exe-
cutive Order No. 11640, as amended)

In consideration of the foregoing, Part
300 of Title 6 of the Code of Federal Reg-
ulations is amended as set forth below
effective July 20, 1972.

Issued in Washington, D.C. on July 19,
1972, by direction of the Commission.

W. Davip SLAWSON,
General Counsel, Price Commission.

1. The table of contents of Part 300 is
amended by striking out the entry ‘“Sub-
parts B-E [Reserved]” and inserting the
following in place thereof:

Subpart B—Accounting and Financial Reporting
Requirements

Sec.

300.221 Procedures required with respect to

certain financial information.
Subparts C—E [Reserved]

2. The table of contents of Part 300 is
further amended by inserting the follow-
ing new entry at the end thereof:

ApPPENDIX IV—PROCEDURES AND REPORTS OF
INDEPENDENT PUBLIC ACCOUNTANTS

3. Part 300 is amended by inserting the
following new subpart after Subpart A:

RULES AND REGULATIONS

Subpart B—Accounting and Financial
Reporting Requirements

§ 300.221 Procedures required with re-
spect to certain financial information.

(a) Each person subject to section 13
or 15(d) of the Securities Exchange Act
of 1934 and each firm that prepares an
audited financial statement on an annual
basis shall obtain, for its reports filed
with the Price Commission, the services
of an independent public accountant to
perform the procedures set forth in Ap-
pendix IV of this part. Those procedures
are considered to be supplementary to
periodic Commission examinations for
compliance.

(b) This section applies to all filings
received by the Price Commission after
July 14, 1972, and which include financial
information for periods ending after
June 29, 1972.

4. Part 300 is further amended by add-
ing the following new Appendix at the
end thereof:

APPENDIX IV—PROCEDURES AND REPORTS OF
INDEPENDENT PUBLIC ACCOUNTANTS

These procedures in this appendix shall be
used by independent public accountants in
complying with Subpart B of this part.

Each firm subject to section 13 or 15(d)
of the Securities Exchange Act of 1934 and
each firm that prepares audited financial
statements on an annual basis shall file with
Form PC-51, when it covers an annual or
semiannual period, a letter or report of the
independent public accountant stating that—

For Form PC-51 covering the fiscal year
for which an examination of financial state-
ments has been performed, and for each semi-
annual period for which Form PC-51 is re-
guired, the independent public accountant’s
letter shall set forth that the independent
public accountant has performed the follow-
ing procedures with respect to each recon-
ciliation attached to the filing company’s
Form PC-61:

1. Compared the amounts shown in the
company’s report on Form 10-XK or 10-Q (or,
alternatively, other financial statements)
with the related amounts shown in such
reconciliations for the corresponding periods.

2. Compared the amounts presented in the
reconciliations for "noncovered” activities
with sources of data, such as consolidating
workpapers, special analyses, etc., which
sources of data should be described.

3. Compared the types of “noncovered”
activities in the reconciliations for each of
the periods reported with the types of “non-
covered” activities in similar reconciliations
supporting the perlods reported on the com-
pany’s latest Form PC-50.

4. Compared the classification and adjust-
ment amounts pertaining to ‘“covered” ac-
tivities in the reconciliations for each period
reported with the company’s underlying data
such as consolidating -workpapers, special
analyses, etc., which documents should be
specifically identified for each of such periods.

5. Compared the types of such classifica-
tions and adjustments in the reconciliations
for each of the periods covered on Form
PC-51 with the types of such classifications
and adjustments in similar reconciliations
supporting the periods reported on the com-
pany's latest Form PC-50.

6. Compared the amounts shown in lines
§ through 13 of Form PC-51 with the corre-
sponding amounts shown in such recon-
cilations for each period reported.

7. Ohecked the arithmetical accuracy of
the totals and subtotals appearing on the

reconciliations for each of the perlods re-
d and on lines 5 through 18 of Form
PC-51 for each of the periods reported.

8. Made inquiries of officers of the com-
pany as to whether the information set
forth in the reconciliations for each of the
periods reported complies in all material
respects with the requirements of the gen-
eral instructions of Form PC-51 as they
relate to lines 5 through 13,

Each letter or report shall also set forth
whether or not Information came to the
attention of the independent public account-
ant as a result of the foregoing procedures
to cause him to believe that the amounts
shown on lines 5 through 13 of Form PC-51
were not compiled in all material respects
by use of procedures and accounting prin-
ciples substantially consistent with those
followed by the company in compiling the
amounts shown on lines 5 through 13 of
the most recently filed Form PC-50 and
Form PC-51.

Form of reports. Reports shall be in sub-
stantially the following form unless cir-
cumstances or conditions, explained by the
independent public accountant in the leffer
or report, demand that they be varied.

a. For Form PC-51 covering all fiscal years
for which an examination of financial state-
ments has been performed:

(Date)
Company and the (Confidential Treat-

Price Commission, ment Requested)
Washington, D.C. Re: Fiscal Year

20508 ended ... 19..

Dear Sirs: We are independent public
Company and our most recent examination
of the consolidated financial statements of
Company and its subsidiaries
was for the year ended _..... , 19__, upon
which we reported under dateof ... 10,

At your request, we have performed tihe
following procedures with respect to the
consolidated reconciliations attached to the
accompanying Form PC-51 prepared by the
company for the year ended
and 19..:

1. Compared the amounts shown in the
company’s report on Form 10-K (or, alterna-
tively, other audited financial statements)
for the year ended ... ,19__ and 19.. with
the related amounts shown in such reconcill-
ations for the years ended
19...

2. Compared the amounts presented In the
reconciliations for “noncovered" activities
with (describe source of data, such as con-
solidating workpapers, special analyses, etc.,
prepared by the company) for the years
ended ... ,19.. and 19__,

3. Compared the types of ‘‘noncovered”
activities in the reconciliations for the years
ended —...-. , 19.. and 19.. with the types
of “noncovered” activities in similar recon-
ciliations supporting the periods reported on
the company’s Form PC-50 dated
10

4. Compared the classification and adjust-
ment amounts pertaining to “covered” activi-
ties in the reconciliations for the years ended
______ , 19_. and 19.. with (describe sourcé
of data, such as consolidating workpapers,
special analyses, etc.) prepared by the com-
pany for such periods.

5. Compared the types of such classifica-
tions and adjustments in the reconciliations
for the years ended ...... , 19.. and 19.-
with the types of such classifications and ad-
justments in similar reconciliations support-
ing the periods reported on the companys
Form PC-60 dated ...... > 19-..

6. Compared the amounts in lines 5
through 13 of Form PC-51 for the yearss
ended - , 19__ and 19_. with the related
amounts shown in such reconciliations for
the years ended ...... , 19_. and 19...
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7. Checked the arithmetical accuracy of
the totals and subtotals appearing on the
reconeiliations for the years ended 19.. and
19.. and on lines 5 through 13, of Form
pC-51 for the years ended ... , 19 and
19_-.

8. Made Inquiries of officers of the company
as to whether the information set forth in
the reconcillations for the years ended .- N
19._ and 19.. complies in all material re-
spects with the requirements of the general
instructions of Form PC-51 as they relate
to lines 5 through 13.

Although we have examined and reported
on the underlying consolidated financial
statements of the company from which cer-
tain of the data in the attached reconcilia-
tions were derived the foregoing procedures
do not constitute an examination of the
reconciliations and Form PC-51 in accord-
ance with generally accepted auditing stand-
ards and we do not express an opinion
thereon. It should be understood that we
make no representations as to questions of
legal interpretation or as to the sufficiency
for the Price Commission’s purposes of the
procedures enumerated in the preceding
paragraph; also, such procedures would not
necessarily reveal misstatements of the
amounts shown in Form PC-61, line 5
through 13 nor would such procedures nec-
essarily disclose material facts which may
have been omitted.

Nothing came to our attention as a result
of the foregoing procedures, however, that
caused us to believe that the amounts shown
on lines 5 through 13 for the years ended
ceee-, 19__ and 19__, of the attached Form
PC-51 were not compiled in all material
respects by use of procedures and account-
ing principles substantially consistent with
those followed by the company in compiling
the amounts shown on lines 5 through 13 of
the company's Form PC-50 dated .. ... ;
19__ attached hereto (except as follows):
(List the exceptions, if any, including their
effect.)

This letter is solely for the company's
transmittal to the Price Commission and is
not to be used, circulated, quoted, or other-
wise referred to outside of the company and
the Price Commission. It is requested that
this letter and the information submitted
herewith be treated as confidential in ac-
cordance with Part 311 of the regulations of
the Price Commission.

Independent Public Accountant
(Signature)

b. For Forms PC-51 covering semiannual
periods and for periods reported on Form
PC-50 for which no examination was
performed
Company and Price

Commission, Wash-

ington, D.C. 20508

(Confidential Treat-
ment Requested)
Re: Semiannual pe-
riod ended

19..

Dear Sirs: We are independent public ac-
tountants with respect to
Company and our most recent examination
of the consolidated financial statements of
Company and its subsidiaries
as for the year ended ... , 19__, upon
¥hich we reported under date of ______ ’
9., We have not examined any financial
Slatements of the company and its subsidi-
iries for the 6-month periods ended —._.__ ’
19._ and 19__ attached to the accompanying
Form PO-51 prepared by the company for
the 6 months ended ... o (e

1. Compared the amounts shown in the
‘mpany’s report on Form 10-Q (or, alterna-
‘ively, unaudited interim reports) for the
f-month periods ending 19.. and
"-. with the related amounts shown in
fuch reconciliations for the 6-month periods
tding .o ,19._ and 19_..,

FEDERAL
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2. Compared the amounts presented in
the reconciliations for “noncovered” activ-
itles with (describe source of data, such as
consolldating workpapers, special analyses,
etc.) prepared by the company for the
6-month periods ended 19.. and
19_..

3. Compared the types of ‘‘noncovered”
activities in the reconciliations for the
6-month periods ended ... ,19__ and 19..
with the types of “noncovered” activities in
similar reconciliations supporting the periods
reported on the company's Form PC-50
dated ... o b IR

4. Compared the classification and adjust-
ment amounts pertaining to *“covered” ac-
tivities in the reconciliations for the 6-month
periods ended ._._.___. , 19__ and 19__ with
(describe source of data, such as consolidat-
ing workpapers, specisl analyses, etc.) pre-
pared by the company for such periods.

5. Compared the types of such classifica-
tions and adjustments in the reconciliations
for the 8-month periods ended __..__ s 19
and 19.. with the types of such classifica-
tions and adjustments in similar reconcilia-
tions supporting the periods reported on the
company’s Form PC-50 dated 19...

6. Compared the amounts in lines §
through 13 of Form PC-51 for the 6-month
periods ended ______ , 19.. and 19__ with
the related amounts shown in such recon-
ciliations for the 6-month period ended ... -
19._and 19__.

7. Checked the arithmetical accuracy of
the totals and subtotals appearing on the
reconciliations for the 6-month periods
ended . ... , 19__ and 19__ and on lines 5
through 13 of Form PC-51 for the 6-month
periods ended ______ , 19._ and 19__.

8. Made inquirfes of officers of the com-
pany as to whether the information set forth
in the reconciliations for the 6-month pe-
riods ended ____.__ » 19__ and 19._. complies
in all material respects with the require-
ments of the general instructions of Form
PC-51 as they related to lines 5 through 13.

The foregoing procedures do not consti-
tute an examination of the reconciliations
and Form PC-51 in accordance with generally
accepted auditing standards and we do not
express an opinion thereon. It should be
understood that we make no representations
as to questions of legal interpretation or as
to the sufficiency for the Price Commission's
purposes of the procedures enumerated in
the preceding paragraph; also, such proce-
dures would not necessarily reveal misstate-
ments of the amounts shown in Form PC-51,
lines 5 through 13, nor would such procedures
necessarily disclose material facts which may
have been omitted.

Nothing came to our attention as a result
of the foregoing procedures, however, that
caused us to believe that the amounts shown
on lines § through 13 for the 6-month periods
ended ... ,19._ and 19__ of the attached
Form PC-51 were not compiled in all ma-
terial respects by use of procedures and ac-
counting principles substantially consistent
with those followed by the company in com-
piling the amounts shown on lines 5 through
13 of the company’s Form PC-50 dated
______ , 19__ attached hereto (except as fol-
lows) : (List the exceptions, If any, including
their eflect.)

This letter is solely for the company's
transmittal to the Price Commission and is
not to be used, circulated, quoted, or other-
wise referred to outside of the company and
the Price Commission. It is requested that
this letter and the information submitted
herewith be treated as confidential in accord-
ance with Part 311 of the regulations of the
Price Commission,

Independent Public Accountant

(Signature)
[FR D0¢.72-11370 Filed 7-20-72;8:54 am|
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Title 17—COMMODITY AND
SECURITIES EXCHANGES

Chapter ll—Securities and Exchange
Commission

[Releases Nos, 33-5261, 34-9648, 35-17617,
40-7236, AS-125)

PART 210—FORM AND CONTENT OF
FINANCIAL STATEMENTS, SECU-
RITIES ACT OF 1933, SECURITIES
EXCHANGE ACT OF 1934, PUBLIC
UTILITY HOLDING COMPANY ACT
OF 1935, AND INVESTMENT COM-
PANY ACT OF 1940

Regulation S$-X b

Proposals to amend Articles 1 (17 CFR
210.1-01—210.1-02), 2 (17 CFR 210.2-
01—210.2-05), 3 (17 CFR 210.3-01—
210.3-20), 4 (17 CFR 210.4-01—210.4-
14),5 (17 CFR 210.5-01—210.5-04), 9 (17
CFR 210.9-01—210.9-05), 11 (17 CFR
210.11-01—210.11-02), and Rules 12-01
(17 CFR 210.12-01) to 16 (17 CFR
210.12-16) (exclusive of 12-06A (17 CFR
210.12-06A)), and to omit Rules 12-17
(17 CFR 210.12-17) and 12-32 (17 CFR
210.12-32) of Regulation S-X (17 CFR
Part 210) were issued for public com-
ment on August 20, 1971, in Securities
Act Release No. 5177 (36 F.R. 16196
(1971)) (Securities Exchange Act Re-
lease No. 9264, Public Utility Holding
Company Act Release No. 17215 and In-
vestment Company Act Release No.
6645) .

The letters of comment which were
received have been given careful con-
sideration in determining the definitive
amendments of the above articles and
rules. Amendments to Article 9 and Rule
12-32 have been deferred temporarily.
Rule 12-17 has been retained for use in
other articles of the regulation not
affected by these amendments. Many
changes of an editorial or clarifving na-
ture have been made. Parts of the index
of the regulation and certain rules in
Articles 7 (17 CFR 210.7-01—210.7-06)
and 7TA (17 CFR 210.7a-01—210.7a-06)
have been revised to reflect changes in
rule numbers and caption headings.
Other more substantive changes have
been made in rules discussed below. The
Commission also plans to issue in the
near future a proposal to revise the in-
structions to the financial statements and
summaries of operations in various filing
forms to reflect the changes in terminol-
ogy and caption headings adopted in
Regulation S-X and to clarify and
modify the instructions in some respects.

Rule 1-01—Application of Regulation
S-X. Additional cross-referencing to
pertinent Accounting Series Releases
(17 CFR Part 211) has been made at
various points in the revised articles and
rules as an aid to utilization of the re-
leases as part of Regulation S-X. A study
of the releases is being made to provide
a codification and to determine whether
certain of the releases should be
rescinded.

Rule 1-02—Significant subsidiary. A
change has been made in the tests in this
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definition to base them on the parent's
and the parent’s other subsidiaries’ pro-
portionate share of revenues and assets
of a subsidiary rather than on the total
of such revenues and assets.

Rule  2-02—Accountanis’ reporis,
varagraph (¢), opinion to be expressed.
More general wording was adopted in
part (1) regarding the financial state-
ments and accounting principles re-
flected therein in lieu of parts (1) and
(2) of the proposal to avoid improper
interpretations of what is required by
the rule. Part (4) of the proposal was
omitted because the requirement is no
longer considered necessary.

Rule 2-06 (proposed)—Examination
of policy reserves of life insurance com-
panies by an actuary. Adoption of the
proposed rule has been deferred pending
completion of a study by the American
Institute of Certified Public Accountants
regarding accountants’ responsibility in
connection with such examinations,

Rule 3-08—Summary of accounting
principles and practices. The original
permissive basis for the presentation of
a single statement regarding informa-
tion on accounting principles and prac-
tices reflected in financial statements, as
specified under other rules of Article 3,
has been restored in view of the fact that
the Accounting Principles Board of the
American Institute of Certified Public
Accountants has recently issued an
opinion on “Disclosure of Accounting
Policies.”

Rule 3-09—Translation of items in
foreign currencies (as proposed). Para-
graph (a) of the proposal was combined
with Rule 3-16(b) to eliminate some
duplication and to place it more logically
under the requirements for notes to
financial statements, and paragraph (b)
which dealt with bases of translation
was omitted pending completion of
studies by the American Institute of
Certified Public Accountants on transla-
tion of foreign currencies and intercor-
porate investments.

Rule 3-16(g)—Pension and retirement
plans. The original rule was revised to
require disclosure specified in the Ac-
counting Principles Board Opinion on
“Accounting for the Cost of Pension
Plans” in addition to the disclosure
originally required, including the amount
of unfunded past service cost.

Rule 3-16 (i) —Commitments and con-
tingent liabilities. Part (2) of this rule
has been changed to restrict the require-
ments for disclosure to noncancelable
leases which have not been capitalized.

Rule 3-16(0)—Income lax ezxzpense.
This rule was adapted from instructions
proposed for Rule 5-03-15 and placed
with the requirements for notes to the
financial statements to provide more
flexibility for presentation of the data in
the body of a financial statement or in a
footnote. The instruction is intended to
insure that the components of income
tax expense, including taxes currently
payable, are adequately disclosed.

Rule 3-16(p)—Warrants or rights out-
standing. This rule conforms to the
present practice of requiring the data,
which is specified in the schedule under
Rule 12-15, to be presenfed in the notes
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to the financial statements for more in-
formative disclosure.

Rule 4-02—Consolidated financial
statements of the regisitrant and subsid-
iaries. Additional instructions were in-
cluded in paragraphs (b) and (¢) to
clarify the rule, and the disclosure re-
quirement specified under paragraph (b)
(4) of the proposed rule was included
with other disclosure requirements in
paragraph (b) of Rule 4-04.

Rule 4-05—Reconciliation of invest-
ment of a person in subsidiaries not con-
solidated and 50 percent or less owned
persons accounted for by the equity
method, and equity of such person in
their net assets. Part (a) of the proposed
rule has been omitted since, with the
advent of the equity method of account-
ing, the disclosure specified therein is not
meaningful. The second paragraph of
part (b) of the proposed rule has been
omitted since substantially the same in-
formation will be obtained under a new
caption in the income statement.

Rule 4-07—Consolidation of financial
statements of a registrant and its sub-
sidiaries engaged in diverse financial ac~
tivities. The rule has been revised to
clarify the conditions under which con-
solidated statements are permissible
(paragraph (a)) and are not permissible
(paragraph (b)).

Rule 5-02-20—Deferred research and
development expenses, preoperating ex-
penses and similar deferrals. An instruc-
tion was added to obtain disclosure in the
notes to financial statements of signifi-
cant data which would otherwise be dis-
closed under the schedule requirements
adopted in Rule 12-08 for these types of
expenses. (See comment under Rule 5-04,
Schedule VII.)

Rule 5-02-39—Other stockholders’
equity. The caption of this rule has been
changed to provide a clearer distinction
between retained earnings and other
types of additional capital. The proposed
requirement in paragraph (a) for dis-
closure regarding retained earnings capi-
talized has been omitted as unnecessary
in light of requirements for analyses of
the various equity accounts on a con-
tinuing basis. The change in terminology
has also been reflected in Article 11.

Rule 5-03-17—FEquity in earnings of
unconsolidated subsidiaries and 50 per-
cent or less owned persons. An additional
instruction has been included to recog-
nize that in some circumstances this
item may be presented in a different posi-
tion and in a different manner.

Rule 5-03-20—Cumulative effects of
changes in accounting principles. This
new caption was adopted to provide for
the presentation of cumulative effects of
changes in accounting principles in the
income statement in the circumstances
specified in Accounting Principles Board
Opinion No. 20 of the American Insti-
tute of Certified Public Accountants.

Rule 5-04—Schedule VII. The instruc-
tions and the schedule prescribed in Rule
12-08 have been revised to require in-
clusion of data in support of balance
sheet caption 20, Deferred research and
development expenses, preoperating ex-
penses and similar deferrals, comparable
to the data presently required to be re-

ported in the schedule in support of bal-
ance sheet caption 16, Intangible assefs,
This addition to the schedule provides
for more complete disclosure regarding
the caption 20 items than was originally
proposed under Rule 12-16 for research
and development costs. This is considered
desirable in light of the importance of
expenditures on these types of activities
to the current and future welfare of a
company.

Rule 5-04—Schedules XVII and XVIII.
The instructions have been changed to
relate to new schedules adopted as Rules
12-42 and 12-43 to replace Rules 12-37
and 12-38 which had been adapted in
Form S-11 (17 CFR 239.18) from another
use for reporting by certain real estate
companies on real estate held for in-
vestment and mortgage loans on real es-
tate. The new schedules reflect the cur-
rent structure of the real estate industry
and will enable the companies to provide
better disclosure regarding these impor-
tant assets. The Instructions as to Fi-
nancial Statements of Form S-11 will be
amended in the near future to conform
those instructions to these changes.

Rule 12-16—Supplementary income
statement information. In order to sim-
plify and reduce the overall requirements
of the schedule, the requirement for dis-
closure of charges to other than income
accounts for all items listed and the item
Management and service contract fees
have been omitted; the two elements of
the item Rents and royalties have been
listed separately; and a restricting defi-
nition for the item Advertising costs has
been included.

(Securities Act of 1933, particularly secs. 6
7, 8, 10, 19(a) thereof; the Securities Ex-
change Act of 1934, particularly secs. 12, 13,
15(d), 23(a) thereof; the Public Utility Hold-
ing Company Act of 1935, particularly secs
5(b), 14, 20(a) thereof; and the Invest-
ment Company Act of 1940, particularly secs
8, 30, 31(c), 33(a) thereof)

The text of the amendments is al-
tached to this release.

These amendments shall be effective
with respect to financial statements for
periods ending on or after December 31,
1972, except that the inclusion of profes-
sional employees in the definition o
“member” in Rule 2-01(b) is effective
commencing January 1, 1973, in regis‘v{“‘“
tion statements and reports filed with
the Commission.

By the Commission, June 23, 1972.

[seavL] RonaALp F. HUNT,
Secretary.
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ARTICLE 1—APPLICATION OF REGULATION
S-X (17 CFR Part 210)

§2|0 1—01 Application of Regulation
X (17 CFR Part 210).

(a) 'I'his part (together with the Ac-
counting Series Releases [Part 211 of
this chapter]l) states the requirements
applicable to the form and content of
all financial statements required to be
filed as a part of—
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(1) Registration statements under the
Securities Act of 1933 (Part 239 of this
chapter), except as otherwise specifically
provided in the forms which are to be
used for registration under this Act;

(2) Registration statements under
section 12 (Subpart C of Part 249 of this
chapter), annual or other reports under
sections 13 and 15(d) (Subparts D and E
of Part 249 of this chapter), and proxy
and information statements under sec-
tion 14 of the Securities Exchange Act
of 1934, except as otherwise specifically
provided in the forms which are to be
used for registration and reporting
under these sections of this Act;

(3) Registration statements and an-
nual reports filed under the Public
Utility Holding Company Act of 1935
(Part 259 of this chapter) by public
utility holding companies registered
under such Act; and

(4) Registration statements and an-
nual reports under the Investment Com-
pany Act of 1940 (Part 274 of this
chapter).

(b) The term “financial statements”
as used in this part shall be deemed to
include all notes to the statements and
all related schedules.

§ 210.1-02 Definitions of terms used in
Regulation S=X (17 CFR Part 210).

Unless the context otherwise requires,
terms defined in the general rules and
regulations or in the instructions to the
applicable form, when used in Regula-
tion S-X (this Part 210), shall have the
respective meanings given in such in-
structions or rules. In addition, the fol-
lowing terms shall have the meanings in-
dicated in this section unless the con-
text otherwise requires.

(a) Accountant's report. The term *“‘ac-
countant’s report,” when used in regard
to financial statements, means a docu-
ment in which an independent public or
certified public accountant indicates the
scope of the audit (or examination)
which he has made and sets forth his
opinion regarding the financial state-
ments taken as a whole, or an assertion to
the effect that an overall opinion cannot
be expressed. When an overall opinion
cannot he expressed, the reasons there-
for shall be stated.

(b) Affiliate. An “affiliate” of, or a per-
son “affiliated” with, a specific person is
a person that directly, or indirectly
through one or more intermediaries, con-
trols, or is controlled by, or is under com-
mon control with, the person specified.

(¢c) Amount. The term ‘“‘amount,”
when used in regard to securities, means
the principal amount if relating to evi-
dences of indebtedness, the number of
shares if relating to shares, and the
number of units if relating to any other
kind of security.

(d) Audit (or examination). The
term “audit” (or “examination’), when
used in regard fo financial statements,
means an examination of the state-
ments by an accountant in accordance
with generally accepted auditing stand-
ards for the purpose of expressing an
opinion thereon.

(e) Bank holding company. The term
“pank holding company” means a per-
son whieh is engaged, either directly or
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indirectly, primarily in the business of
owning securities of one or more banks
for the purpose, and with the effect, of
exercising control.

(f) Certified. The term “certified,”
when used in regard to financial state-
ments, means examined and reported
upon with an opinion expressed by an
independent public or certified public
accountant.

(g) Control. The term *“control” (in-
cluding the terms “controlling,” “con-
trolled by” and “under common control
with"”) means the possession, direct or
indirect, of the power to direct or cause
the direction of the management and
policies of a person, whether through
the ownership of voting shares, by con-
tract, or otherwise.

(h) Equity security. The term ‘‘equity
security” means any stock or similar se-
curity; or any security convertible, with
or without consideration, into such a se-
curity, or carrying any warrant or right
to subscribe to or purchase such a se-
curity; or any such warrant or right.

(i) Fifty-percent-owned person. The
term “50-percent-owned person,” in re-
lation to a specified person, means a per-
son approximately 50 percent of whose
outstanding voting shares is owned by
the specified person either directly, or
indirectly through one or more inter-
mediaries.

(j) Fiseal year. The term “fiscal year"
means the annual accounting period or,
if no closing date has been adopted, the
calendar year ending on December 31.

(k) Insurance holding company. The
term “insurance holding company”
means a person which is engaged, either
directly or indirectly, primarily in the
business of owning securities of one or
more insurance companies for the pur-
pose, and with the effect, of exercising
control.

(1) Majority-owned subsidiary. The
term “majority-owned subsidiary”
means a subsidiary more than 50 per-
cent of whose outstanding voting shares
is owned by its parent and/or the par-
ent’s other majority-owned subsidiaries.

(m) Materiagl. The term “material,”
when used to qualify a requirement for
the furnishing of information as to any
subject, limits the information required
to those matters about which an av-
erage prudent investor ought reasonably
to be informed.

(n) Parent. A “parent” of a specified
person is an affiliate controlling such
person directly, or indirectly through
one or more intermediaries.

(0) Person. The term “person’ means
an individual, a corporation, a partner-
ship, an association, a joint-stock com-
pany, a business frust, or an unincorpo-
rated organization.

(p) Principal holder of equity securi-
ties. The term “principal holder of
equity securities,” used in respect of a
registrant or other person named in a
particular statement or report, means a
holder of record or a known beneficial
owner of more than 10 percent of any
class of equity securities of the reg-
istrant or other person, respectively, as
of the date of the related balance sheet
filed.

RULES AND REGULATIONS

(q) Promoter. The term “promoter”
includes—

(1) Any person who, acting alone or
in conjunction with one or more other
persons, directly or indirectly takes ini-
tiative in founding and organizing the
business or enterprise of an issuer;

(2) Any person who, in connection with
the founding and organizing of the busi-
ness or enterprise of an issuer, directly
or indirectly receives in consideration
of services or property, or both services
and property, 10 percent or more of any
class of securities of the issue or 10 per-
cent or more of the proceeds from the
sale of any class of securities. However,
a person who receives such securities or
proceeds either solely as underwriting
commissions or solely in consideration
of property shall not be deemed & pro-
moter within the meaning of this para-
graph if such person does not otherwise
take part in founding and organizing
the enterprise.

(r) Registrant. The term “registrant”
means the issuer of the securities for
which an application, a registration
statement, or a report is filed.

(s) Share. The term “share’ means a
share of stock in a corporation or unit
of interest in an unincorporated person.

(t) Significant subsidiary. The term
“significant subsidiary” means (1) a sub-
sidiary or (2) a subsidiary and its sub-
sidiaries, which meets either of the
conditions described below based on (i)
the most recent annual financial state-
ments, including consolidated financial
statements, of such subsidiary which
would be required to be filed if such
subsidiary were a registrant and (ii) the
most recent annual consolidated finan-
cial statements of the registrant being
filed:

() The parent’s and the parent’s
other subsidiaries' proportionate share of
the total assets (after intercompany
eliminations) of the subsidiary, or their
investments in and advances to the sub-
sidiary exceed 10 percent of the total
assets of the parent and consolidated
subsidiaries.

(b) The parent’s and the parent’s
other subsidiaries’ proportionate share
of the total sales and revenues (after
intercompany eliminations) of the sub-
sidiary exceed 10 percent of the total
sales and revenues of the parent and
consolidated subsidiaries.

(u) Subsidiary. A ‘“subsidiary” of a
specified person is an affiliate con-
trolled by such person directly, or indi-
rectly through one or more inter-
mediaries.

(v) Totally held subsidiary. The term
“totally held subsidiary” means a sub-
sidiary (1) substantially all of whose
outstanding equity securities are owned
by its parent and/or the parent’s other
totally held subsidiaries, and (2) which
is not indebted to any person other than
its parent and/or the parent's other to-
tally held subsidiaries, in an amount
which is material in relation to the par-
ticular subsidiary, excepting indebted-
ness incurred in the ordinary course of
business which is not overdue and which
matures within 1 year from the date of
its creation, whether evidenced by secu-

rities or not. Indebtedness of a sub-
sidiary which is secured by its parent by
guarantee, pledge, assignment, or other-
wise is to be excluded for purposes of
subparagraph (2) of this paragraph.

(w) Voting shares. The term “voting
shares” means the sum of all rights,
other than as affected by events of de-
fault, to vote for election of directors
and/or the sum of all interests in an
unincorporated person.

(x) Wholly owned subsidiary. The
term “wholly owned subsidiary” means
a subsidiary substantially all of whose
outstanding voting shares are owned by
its parent and/or the parent’s other
wholly owned subsidiaries.

ARTICLE 2—QUALIFICATIONS AND REPORTS
OF ACCOUNTANTS

§210.2-01

ants.

(a) The Commission will not recog-
nize any person as a certified public ac-
countant who is not duly registered and
in good standing as such under the laws
of the place of his residence or principal
office. The Commission will not recog-
nize any person as a public accountant
who is not in good standing and entitled
to practice as such under the laws of the
place of his residence or principal office.

(b) The Commission will not recog-
nize any certified public accountant or
public accountant as independent who
is not in fact independent. For example,
an accountant will be considered not in-
dependent with respect to any person or
any of its parents, its subsidiaries, or
other affiliates (1) in which, during the
period of his professional engagement to
examine the financial statements being
reported on or at the date of his report,
he or his firm or a member thereof had,
or was committed to acquire, any direct
financial interest or any material in-
direct financial interest; (2) with which,
during the period of his professional en-
gagement to examine the financial state-
ments being reported on, at the date of
his report or during the period covered
by the financial statements, he or his
firm or a member thereof was connected
as a promoter, underwriter, voting
trustee, director, officer, or employee, €xX-
cept that a firm will not be deemed not
independent in regard to a particular
person if a former officer or employee 0!
such person is employed by the firm and
such individual has completely dissoci-
ated himself from the person and its affi-
liates and does not participate in audit-
ing financial statements of the person of
its affiliates covering any period of his
employment by the person. For the puf
poses of this § 210.2-01 the term “men-
ber” means all partners in the firm and
all professional employees participatin
in the audit or located in an office of t1°
firm participating in a significant por~
tion of the audit.

(¢c) In determining whether an 3f‘
countant may in fact be not independen’
with respect to a particular person, i
Commission will give appropriate 0™
sideration to all relevant circumstance:
including evidence bearing on all W“‘d
tionships between the accountant an

Qualifications of account-
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that person or any affiliate thereof, and
will not confine itself to the relationships
existing in connection with the filing of
reports with the Commission.

§210.2-02 Accountants’ reports.

(a) Technical requirements. The ac-
countant’s report (1) shall be dated; (2)
shall be signed manually; (3) shall in-
dicate the city and State where issued;
and (4) shall identify without detailed
enumeration the financial statements
covered by the report.

(b) Representations as to the audit.
The accountant’'s report (1) shall state
whether the audit was made in accord-
ance with generally accepted auditing
standards; and (2) shall designate any
auditing procedures deemed necessary
by the accountant under the circum-=-
stances of the particular case, which
have been omitted, and the reasons for
their omission. Nothing in this rule shall
be construed to imply authority for the
omission of any procedure which inde-
pendent accountants would ordinarily
employ in the course of an audit made
for the purpose of expressing the opin-
ions required by paragraph (¢) of this
section.

(¢) Opinion to be expressed. The ac-
countant’s report shall state clearly: (1)
The opinion of the acountant in respect
of the financial statements covered by the
report and the accounting principles and
practices reflected therein; and (2) the
opinion of the accountant as to the con-
sistency of the application of the ac-
counting principles, or as to any changes
in such principles which have a material
effect on the financial statements as re-
quired to be set forth in § 210.3-07(a).

(d) Exceptions. Any matters to which
the accountant takes exception shall be
clearly identified, the exception thereto
specifically and clearly stated, and, to
the extent practicable, the effect of each
such exception on the related financial

;tgtements given. (See Release No.
-4.)

§210.2-03 Examination of financial
statements by foreign government
auditors.

Notwithstanding any requirements as
to examination by independent account-
ants, the financial statements of any
foreign governmental agency may be ex-
amined by the regular and customary
auditing staff of the respective govern-
ment if public financial statements of
Such  governmental agency are cus-
:?:lnff”trlly examined by such auditing

g Sy .

§210.2-04 Examination of financial
statements of persons other than the
registrant.

If a registrant is required to file
financial statements of any other per-
son, such statements need not be ex-
amined if examination of such state-
ments would not be required if such per-
Son were itself a registrant.

89 ~ . . 2

§210.2-05 Examination of financial
statements by more than one ac-
countant.

¥ If, with respect to the examination of
e financial statements of any person,

No. 141—Pt, I—86
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the principal accountant relies on an
audit made by another accountant of
certain of the accounts of such person
or its subsidiaries, the report of such
other accountant shall be filed (and the
provisions of §§ 210.2-01 and 210.2-02
shall be applicable thereto): However,
The report of such other accountant need
not be filed (a) if no reference is made
directly or indirectly to such other ac-
countant’s audit in the principal ac-
countant’s report, or (b) if, having re-
ferred to such other accountant's audit,
the principal accountant states in his
report that he assumes responsibility for
such other accountant’s audit in the
same manner as if it had been made by
him,

ARTICLE 3—RULES OF GENERAL
APPLICATION

§210.3-01 Form,
nology.

(a) Financial statements may be filed
in such form and order, and may use
such generally accepted terminology, as
will best indicate their significance and
character in the light of the provisions
applicable thereto.

(b) All money amounts required to be
shown in financial statements may be ex-
pressed in whole dollars, in thousands of
dollars or in hundred thousands of dol-
lars, as appropriate: Provided, That,
when stated in other than whole dollars,
an indication to that effect is inserted
immediately beneath the caption of the
statement or schedule, or at the top of
the money columns, or at an appropriate
point in narrative material, The individ-
ual amounts shown need not be adjusted
to the nearest dollar, or thousand or hun-
dred thousands if in a note it is stated
that the failure of the items to add to
the totals shown is due to the dropping
of amounts less than $1, $1,000, or $100,-
000, as appropriate.

(¢) Negative amounts (red figures)
shall be shown in brackets or parentheses
and so described in the related caption,
columnar heading or a note to the state-
ment or schedule, as appropriate.

§ 210.3-02 Items not material.

If the amount which would otherwise
be required to be shown with respect to
any item is not material, it need not be
separately set forth (but see Release No.
AS-41).

§ 210.3-03 Inapplicable captions and
omission of unrequired or inappli-
cable financial statements,

(a) No caption need be shown in any
financial statement as to which the items
and conditions are not present.

(b) Financial statements not required
or inapplicable because the required
matter is not present need not be filed.

(¢) Financial statements omitted and
the reasons for their omission shall be
indicated in the list of financial state-
ments required by the applicable form.
§210.3-04 Omission of

identical notes.

If a note covering substantially the
same subject matter is required with re-

order, and termi-

substantially
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spect to two or more financial state-
ments relating to the same or affiliated
persons, for which separate sets of notes
are presented, the required information
may be shown in a note to only one of
such statements: Provided, That a clear
and specific reference thereto is made
in each of the other statements with
respect to which the note is required.

§ 210.3-05 Omission of names of cer-
tain subsidiaries.

Notwithstanding the requirements as
to particular statements, subsidiaries, the
names of which are permitted to be
omitted from the list of affiliates re-
quired by the applicable form, need not
be named in any financial statement.
Reasonable grouping of such subsidiaries
may be made, with an explanatory group
caption which shall state the number of
subsidiaries included in the group.

§ 210.3-06 Additional information.

The information required with respect
to any statement shall be furnished as a
minimum requirement to which shall be
added such further material information
as is necessary to make the required
statements, in the light of the circum-
stances under which they are made, not
misleading. This rule shall be applicable
to all statements required to be filed, in-
cluding copies of statements required to
be filed in the first instance with other
governmental agencies.

§ 210.3-07 Changes in accounting prin-
ciples and practices and retroactive
adjustments of accounts.

(a) Any change in an accounting prin-
ciple or praetice, or in the method of ap-
plying any accounting principle or prac-
tice, made during any period for which
financial statements are being filed
which materially affects comparability
of such financial statements with those
of prior periods, and the effect thereof
upon the net income of the period in
which such change is made and, if prac-
ticable, of the prior periods for which
financial statements are being filed, shall
be disclosed in an appropriate manner.

(b) Any material retroactive adjust-
ment made in income statements during
any period for which financial state-
ments are being filled, and the effect
thereof upon net income of prior periods
shall be disclosed in a note to the appro-
priate financial statement: Provided,
however, That such disclosures need not
be made (1) if they have been made in
filings with the Commission in prior years
or (2) the financial statements which are
being retroactively adjusted have not
previously been filed with the Commis-
sion or otherwise made public.
§ 210.3-08 Summary of

principles and practices.

Information required in notes as to
accounting principles and practices re-
flected in the financial statements may
be presented in the form of a single state~
ment. In such case, specific references
shall be made in the appropriate financial
statements to the applicable portion of
such single statement.

accounting
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§210.3-09 Valuation

accounts,

Valuation and qualifying accounts
shall be shown separately in the financial
statements as deductions from the spe-
cific assets to which they apply.

§ 210.3-10 Basis of determining
amounts—book value.

If an instruction requires a statement
as to “the basis of determining the

and qualifying

amount,” the basis shall be stated specif- .

ically. The term “book value” will not
be sufficiently explanatory unless, in a
particular instruction, it is stated to be
acceptable with respect to a particular
item.

§ 210.3-11

Assets and other resources classed with
cash and its equivalent as current assets
shall be reasonably expected to be real-
ized in cash or sold or consumed within
one year. However, if the normal operat-
ing cycle of the company is longer than
1 year, generally recognized trade prac-
tices may be followed with respect to the
inclusion of items such as installment
receivables or inventories long in process:
Provided, An appropriate explanation of
the circumstances is made and, if practi-
cable, an estimate is given of the amount
not realizable within 1 year. The cap-
tions specified under this § 210.3-11 and
§ 210.3-12 are not required for persons
which do not normally distinguish cur-
rent assets and liabilities from noncur-
rent.

§ 210.3=12 Current liabilities.

Obligations which are payable within
1 year or whose liquidation is reasonably
expected to require the use of existing
current assets (see §210.3-11) or the
creation of other current liabilities shall
be classed as current liabilities. However,
if the normal operating cycle of the com-
pany is longer than 1 year, generally rec-
ognized trade practices may be followed
with respect to the exclusion of items
such as customers’ deposits and deferred
income, provided an appropriate expla-
nation of the circumstances is made. (See
also Release No, AS-102.)

§ 210.3-13 Reacquired evidences of in-
debtedness.

Reacquired evidences of indebtedness
shall be deducted from the appropriate
liability caption. However, reacquired
evidences of indebtedness held for pen-
sion and other special funds not related
to the particular issues may be shown as
assets of such funds: Provided, That
there be stated parenthetically the
amount of such evidences of indebted-
ness, the cost thereof, and the amount
at which stated.

§ 210.3-14 Reacquired shares.

Reacquired shares not retired shall be
shown separately as a deduction from
capital shares, or from the total of
capital shares and other stockholders’
equity, or from other stockholders’
equity, at either par or stated value, or
cost, as circumstances require,

Current assets.
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§ 210.3-15

Discount on capital shares, or any un-
amortized balance thereof, shall be
shown separately as a deduction from
capital shares or from additional capital
as circumstances require.

§ 210.3-16 General notes to financial
statements. (See Release No. AS-4.)

If present in regard to the person for
which the financial statements are filed,
the following shall be set forth on the
face of the appropriate statement or in
notes appropriately captioned and re-
ferred to in such statement. The infor-
mation shall be provided for each state-
ment required to be filed, except that the
information required by paragraphs (e¢),
(e), (O, (®)((3), (h), (), k), and (D)
of this section shall be proyided as of the
most recent audited balance sheet and
any subsequent unaudited balance sheet
being filed. When specific statements are
presented separately the pertinent notes
shall be attached unless cross-referenc-
ing is appropriate.

(a) Principles of consolidation or com~
bination. With regard to consolidated or
combined financial statements, refer to
§§ 210.4-01 to 210.4-09 for requirements
for supplemental information in notes to
the financial statements.

(b) Principles of translation of items
in foreign currencies. When items in for-
eign currencies are included in the fi-
nancial statements being presented,
there shall be stated (1) a brief descrip-
tion of the principles followed in trans-
lating the foreign currencies into U.S.
currency and (2) the amount and dis-
position of the unrealized gain or loss.

(c) Assets subject to lien. Assets
mortgaged, pledged, or otherwise sub-
ject to lien, and the approximate
amounts thereof, shall be designated and
the obligations collateralized briefly
identified.

(d) Intercompany profits and losses.
The amount, and the effect upon any bal-
ance sheet item, of profits or losses re-
sulting from transactions with affiliated
companies and not eliminated shall be
stated. If impracticable of accurate
determination without unreasonable ef-
fort or expense, give an estimate or
explain.

(e) Defaults. The facts and amounts
concerning any default in principal, in-
terest, sinking fund, or redemption pro-
visions with respect to any issue of secu-
rities or credit agreements, or any breach
of convenant of a related indenture or
agreement, which default or breach ex-
isted at the date of the most recent bal-
ance sheet being filed and which has not
been subsequently cured, shall be stated.
Notation of such default or breach of
convenant shall be made in the financial
statements and the entire amount of
obligations to which the default or
breach relates shall be classified as a
current liability if said default or breach
accelerates the maturity of the obliga-
tions and makes it current under the
terms of the related indenture or agree-
ment. Classification as a current obliga-
tion is not required if the lender has

Discount on capital shares.

waived the accelerated due date or other-
wise agreed to a due date more than 1
year from the balance sheet date. If a de-
fault or breach exists, but acceleration
of the obligation has been waived for a
stated period of time beyond the date of
the most recent balance sheet being filed,
state the amount of the obligation and
the period of the waiver.

(f) Preferred shares. (1) If callable,
the date or dates and the amount per
share at which such shares are callable
shall be stated. If convertible, the terms
of conversion shall be stated briefly.

(2) Arrears in cumulative dividends
per share and in total for each class of
shares shall be stated.

(3) Aggregate preferences on involun-
tary liquidation, if other than the par or
stated value, shall be shown parentheti-
cally in the equity section of the balance
sheet. When the excess involved is mate-
rial there shall be shown: (i) The differ-
ence between the aggregate preference
on involuntary liquidation and the aggre-
gate par or stated value; (ii) a statement
that this difference, plus any arrears in
dividends, exceeds the sum of the par or
stated value of the junior capital shares
and other stockholders' equity applicable
to junior shares, if such is the case; and
(ii) a statement as to the existence of
any restrictions upon retained earnings
growing out of the fact that upon invol-
untary liquidation the preference of the
preferred shares exceeds its par or stated
value.

(g) Pension and retirement plans. (1)
A brief description of the essential pro-
visions of any employee pension or retire-
ment plan and of the accounting and
funding policies related thereto shall be
given.

(2) The estimated cost of the plan for
each period for which an income state-
ment is presented shall be stated. X

(3) The excess, if any, of the actuari-
ally computed value of vested benefits
over the total of the pension fund and
any balance sheet pension accruals, less
any pension prepayments or deferred
charges, shall be given as of the most
recent practicable date, )

(4) If a plan has not been fully funded
or otherwise provided for, the estimated
amount that would be necessary to fund
or otherwise provide for the past ser\'lcg
cost of the plan shall be disclosed as 0!
the date most recently determined.

(5) A statement shall be given of the
nature and effect of significant matters
affecting comparability of pension costs
for any periods for which income state-
ments are presented. ’

(h) Restrictions which limit the avail-
ability of retained earnings for dividend
purposes (see Release No. AS-35). De-
scribe the most restrictive of any such
restrictions, other than as reported in
paragraph (f) of this section, indicating
briefly its source, its pertinent provisions
and, where appropriate and determind-
ble, the amount of retained earnings
(1) so restricted or (2) free of such
restrictions. ,

(1) Commitments and contingent lid-
bilities. (1) If material in amount, ther®
shall be disclosed the pertinent fact
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relative to firm commitments for the ac-
quisition of permanent or long-term
investments and property, plant, and
equipment and for the purchase, repur-
chase, construction, or rental of assets
under material leases.

(2) Where the annual rentals or obli-
gations under noncancelable leases which
have not been recorded as assets and
liabilities are in excess of 1 percent of
total sales and revenues of the most
recent fiscal year, there shall be shown:
(i) The minimum annual rentals for the
current and each of the 5 succeeding
years; (ii) the nature and effect of any
provisions that would cause the annual
rentals to vary from the minimum ren-
tals; and (iii) a description of the types
of property leased, important obligations
assumed or guarantees made, and any
other significant provisions of such
leases,

(3) A brief statement as to contingent
Habilities not reflected in the balance
sheet shall be made. In the case of
guarantees of securities of other issuers,
periodic reports shall include a reference
to Schedule XI and reports or prospec-
tuses which do not include that schedule
shall briefly describe such guarantees;
where only consolidated financial state-
ments are presented, such information
shall relate solely to guarantees of se-
curities of companies not included in the
consolidation.

(i) Bonus, profit sharing, and other
similar plans. Describe the essential pro-
visions of any such plans in which only
directors, officers or key employees may
participate, and state, for each of the
fiscal periods for which income state-
ments are required to be filed, the aggre-
gate amount provided for all plans by
charges to expense.

(k) Significant changes in bonds,
mortgages, and similar debt. Any sig-
nificant changes in the authorized or
issued amounts of bonds, mortgages, and
similar debt since the date of the latest
balance sheet being filed for a particular
person or group shall be stated.

(1) Bases of revenues recognition. If
sales are made on a deferred basis, such
as installment sales or sales of equip-
ment long in process of manufacture, or
if sales or revenues are otherwise subject
to alternative methods of revenue recog-
hition, the basis of taking profits into
Income shall be stated.

(m) Depreciation, depletion, obsoles-
tence, and amortization, State the policy
followed with respect to—

(1) The provision for depreciation,
depletion, obsolescence, and amortiza-
tion of physical properties and capi-
talized leases, including the methods
and, if practicable, the rates used in
computing the annual amounts:

(2) The provision for depreciation
and amortization of intangible assets or
the lack of such provision, including the
methods and, if practicable, the rates
used in computing the annual amounts;

(3) The accounting treatment for
maintenance, repairs, renewals, and bet-
terments; and

(4) The adjustment of accumulated
depreciation, depletion, obsolescence,
and amortization at the time the prop-

RULES AND REGULATIONS

erties are retired or otherwise disposed
of, including the disposition of any gain
or loss on sale of such properties.

(n) Capital stock optioned, sold, or
offered for sale to directors, officers, and
key employees. (1) A brief description of
the terms of each option arrangement
shall be given, including (i) the title and
amount of securities subject to option;
(ii) the year or years during which the
options were granted; and (iii) the year
or years during which the optionees be-
came, or will become, entitled to exercise
the options.

(2) State: (i) The number of shares
under option at the balance sheet date,
and the option price and the fair value
thereof, per share and in total, at the
dates the options were granted; (ii) the
number of shares with respect to which
options became exercisable during each
period presented, and the option price
and the fair value thereof, per share and
in total, at the dates the options became
exercisable; (iii) the number of shares
with respect to which options were exer-
cised during each period, and the option
price and the fair value thereof, per
share and in total, at the dates the op-
tions were exercised; and (iv) the num-
ber of unoptioned shares available, at
the beginning and at the close of the
latest period presented, for the granting
of options under an option plan.

(3) A brief description of the terms
of each other arrangement covering
shares sold or offered for sale to only
directors, officers, and key employees
shall be given, including the number of
shares, and the offered price and the
fair value thereof per share and in total,
at the dates of sale or offer to sell, as
appropriate.

(4) The required information should
be summarized and tabulated, as appro-
priate, with respect to all option plans
as a group and other plans for shares
sold or offered for sale as a group.

(5) State the basis of accounting for
such arrangements and the amount of
charges, if any, reflected in income with
respect thereto..

(o) Income tax expense. Disclosure
shall be made, in the income statement
or a note thereto, of the components of
income tax expense, including: (1) Taxes
currently payable; (2) the net tax ef-
fects, as applicable, of (1) timing differ-
ences and (ii) operating losses; and (3)
the net deferred investment fax credits.
Amounts applicable to Federal income
taxes and to other income taxes shall be
stated separately for each component,
unless the amounts applicable to other
income taxes do not exceed 5 percent
of the total for the component and a
statement to that effect is made.

(p) Warranis or rights outstanding.
Information with respect to warrants or
rights outstanding at the date of the
related balance sheet shall be set forth
as follows:

(1) Title of issue of securities called
for by warrants or rights.

(2) Aggregate amount of securities
called for by warrants or rights outstand-
ing.

(3) Date from which warrants or
:;ights are exercisable and expiration
ate.
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(4) Price at which warrant or right is
exercisable.

ARTICLE 4—CONSOLIDATED AND COMBINED
FINANCIAL STATEMENTS

§210.4—é)1 Application of §§210.4-01
1o .

Sections 210.4-01 to 210.4-09 shall
govern the presentation of consolidated
and combined financial statements.

§ 210.4-02 Consolidated financial state-
ments of the registrant and its sub-
sidiaries.

(a) The registrant shall follow in the
consolidated financial statements princi-
ples of inclusion or exclusion which will
clearly exhibit the financial position and
results of operations of the registrant
and its subsidiaries: Provided, however,
g‘hat the registrant shall not consoli-

ate:

(1) Any subsidiary which
majority owned; or

(2) Any subsidiary whose financial
statements are as of a date or for periods
different from those of the registrant,
unless all the following conditions are
met: (i) Such difference is not more than
93 days; (ii) the closing date of the sub-
sidiary is expressly indicated; and (@ii)
the necessity for the use of different clos-
ing dates is briefly explained.

(b) Notwithstanding the 93-day re-
quirement specified in paragraph (a) (2)
(i) of this section, in connection with the
retroactive combination of the financial
statements of entities following a “pool-
ing of interests,” the financial statements
of the constituents may be combined
even if their respective fiscal periods do
not end within 93 days, except that the
financial statements for the latest fiscal
year shall be recast to dates which do not
differ by more than 93 days, if practica-
ble. Disclosure shall be made of the pe-
riods combined and of the sales or rev-
enues, net income before extraordinary
items and net income of any interim
periods excluded from or included more
than once in results of operations as
a result of such recasting.

(¢) The 93-day requirement specified
in paragraph (a) (2) (i) of this section is
not applicable to the recognition of earn-
ings or losses of 50 percent or less owned
persons, the investments in which are ac-
counted for by the equity method of
accounting.

(d) Due consideration shall be given to
the propriety of consolidating with do-
mestic corporations foreign subsidiaries
which are operated under political, eco-
nomic or currency restrictions. If con-
solidated, disclosure should be made as
to the effect, insofar as this can rea-
sonably be determined, of foreign ex-
change restrictions upon the consolidated
financial position and operating results
of the registrant and its subsidiaries.

§ 210.4-03 Group financial statements
of subsidiaries not consolidated and
50 percent or less owned persons.

There may be filed financial state-
ments in which majority-owned subsidi-
aries not consolidated with the parent
are consolidated or combined in one or
more groups, and 50 percent or less owned

is not
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persons the investments in which are ac-
counted for by the equity method are
consolidated or combined in one or
more groups, pursuant to principles of
inclusion or exclusion which will clearly
exhibit the financial position and re-
sults of operations of the group or
groups.

§ 210.4-04 Statement as to principles of
consolidation or combination fol-
lowed.

(a) A brief description of the prin-
ciples followed in consolidating or com-
bining the separate financial statements,
including the principles followed in de-
termining the inclusion or exclusion of
(1) subsidiaries in consolidated or com-
bined financial statements and (2) com-
panies in consolidated or combined fi-
nancial statements, shall be stated in
the notes to the respective financial
statements.

(b) As to each consolidated financial
statement and as to each combined finan~
cial statement, if there has been a
change in the persons included or ex-
cluded in the corresponding statement
for the preceding fiscal period filed with
the Commission which has a material
effect on the financial statements, the
persons included and the persons ex-
cluded shall be disclosed. If there have
been any changes in the respective fiscal
periods of the persons included made
during the periods of the report which
have a material effect on the financial
statements, indicate clearly such changes
and the manner of treatment.

§ 210.4-05 Reconciliation of investment
of a person in subsidiaries not con-
solidated and 50 percent or less
owned persons accounted for by the
equity method, and equity of such
person in their net assets,

A statement shall be made in a note
to the latest balance sheet of the amount
and the accounting treatment of any
difference between (a) the investment
of a person and its consolidated sub-
sidiaries, as shown in the consolidated
balance sheet, in the unconsolidated
subsidiaries and 50 percent or less owned
persons accounted for by the equity
method and (b) their equity in the net
assets of such unconsolidated subsidi-
aries and 50 percent or less owned per-
sons as shown in their financial
statements.

§ 210.4-06 Intercompany

transactions.

In general, there shall be eliminated
intercompany items and transactions
between persons included in the (a)
consolidated financial statements being
filed and, as appropriate, (b) unrealized
intercompany profits and losses on
transactions between persons for which
financial statements are being filed and
persons the investment in which is pre-
sented in such statements by the equity
method, If such eliminations are not
made, a statement of the reasons and
the methods of treatment shall be made.

items and
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§ 210.4-07 Consolidation of financial
statements of a registrant and its sub-
sidiaries engaged in diverse financial
activities,

(a) If the registrant and its subsidiar-
ies are engaged in one or more types of
financial activities, e.g., banking, insur-
ance, finance, and savings and loan sub-
sidiaries, consolidated financial state-
ments may be filed unless deemed inap-
propriate; provided that, when more
than one type of financial activity is in-
volved, separate audited financial state~
ments for each significant financial sub~
sidiary or each significant group of fi-
nancial subsidiaries shall be presented.
Banks and other direct or indirect sub-
sidiaries of bank holding companies en-
gaged in bank related finance activities
are considered to be one type of finan~
cial activity for the purpose of this rule.

(b) If the registrant and its subsidi-
aries are engaged in (1) manufacturing,
merchandising or other nonfinancial ac-
tivities as well as in (2) financial activi-
ties as described in paragraph (a) of
this section, the subsidiaries related to
whichever of subparagraph (1) or (2)
of this paragraph is less significant shall
not be consolidated with the operations
of the major group; however, the group
of lesser significance may be included
in the consolidated financial statements
if its activities are principally for the
benefit of the operations of the major
group. In interpreting the significance of
the groups above, the registrant should
consider factors in addition to those in
the definition of significant subsidiary
including the primary business activities
of the registrant, trends, and other per-
tinent matters,

§ 210.4-08 Special requirements as to
publie utility holding companies.

There shall be shown in the consoli-
dated balance sheet of a public utility
holding company the difference between
the amount at which the parent’s invest-
ment is carried and the underlying book
equity of subsidiaries as at the respective
dates of acquisition.

§ 210.4-09 Special requirements as to
commercial, industrial and mining
companies in the promotional, ex-
ploratory or development stage sub-

ject to §§ 210.5a-01 to 210.5a-07.

The financial statements required by
§§ 210.5a-01 to 210,5a-07 shall, insofar as
practicable, be prepared to show the in-
formation for the registrant and each of
its subsidiaries separately or on a con-
solidating basis in parallel columns.

ARTICLE 5—COMMERCIAL AND INDUSTRIAL
COMPANIES

§ 210.5-01 Application of §§ 210.5-01
to 210.5-04.

(a) Sections 210.5-01 to 210.5-04 shall
be applicable to financial statements filed
for all persons except—

(1) Commercial, industrial, and min-
ing companies in the promotional, ex-
ploratory, or development stage (see
§§ 210.5a~01 to 210.5a-07).

(2) Management investment com-
panies (see §§ 210.6-01 to 210.6-10).
(3) Unit investment trusts

§§ 210.6-10a to 210.6-13).

(4) Face amount certificate invest-
ment companies (see §§210.6-20 to
210.6-24) .

(5) Employee stock purchase, savings
and similar plans (see §§210.6-30 fo
210.6-34).

(6) Insurance companies other than
title insurance companies (see §§ 210.7-
01 to 210.7-06 and §§ 210,7a-01 to 210.7a-
06).

(1) Committees issuing certificates of
deposit (see §§ 210.8-01 to 210.8-03),

(8) Banks (see § 210.9-05).

(9) Brokers and dealers when
filing Forms X-17A-5 and X-17A-10
[§249.617] (see 8§ 240.17a-5 and
240.17a~10 under the Securities Ex-
change Act of 1934) .

(b) Bank holding companies: Finan-
cial statements and schedules filed for
bank holding companies shall be pre-
pared in accordance with this article
(§§ 210.5-01 to 210.5-04) except that
§§ 210.9-01 to 210.9-04, inclusive, shall
be applicable thereto.

§ 210.5-02 Balance sheets.

Except as otherwise permitted by the
Commission, the balance sheets filed for
persons to whom this article is applica-
ble shall comply with the following pro-
visions (see § 210.3-01(a) and Release
No. AS-41).

AsSETS AND OTHER DEBITS
CURRENT ASSETS,

(see

WHEN APPROPRIATE (SEE

§ 210.3-11)

1. Oash and cash items. State separately:
(a) Cash on hand and demand deposits; (b)
funds subject to repayment on call or im-
mediately after the date of the balance sheet
required to be filed; (c¢) time deposits; and
(d) other funds, the amounts of which are
known to be subject to withdrawal or usage
restrictions, e.g., as compensating balances
or special purpose funds, The general terms
and nature of such repayment provisions and
withdrawal or usage restrictions shall be de-
scribed in a note referred to herein, Funds
subject to withdrawal or usage restrictions
shall not be included under this caption
unless they are reasonably expected to be-
come avalilable for current operations within
1 year.

2. Marketadle securities. Include only se-
curities having a ready market and which
represent the investment of cash available
for current operations; securities which are
intended to be used for nonworking capital
purposes shall be excluded. Securities of affil-
iates shall not be included here. State, par-
enthetically or otherwise, the basis of deter-
mining the amount shown in the balance
sheet and state the alternate of the aggre
gate cost or the aggregate amount on the
basis of market quotations at the balanc?
sheet date. When the original cost of securl
ties purchased on a yleld basls has been prop-
erly adjusted to reflect amortization of pré-
mium or accumulation of discount since ac-

quisition, the basis of determining thei
amount may be described “at cost.”
3. Accounts and notes receivable. (a) State

separately amounts receivable from: (1) C‘“Sj
tomers (trade); (2) parents and subsidiaries,
(3) other affiliates and other persons the i
vestments in which are accounted for by the
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equity method; (4) underwriters, promoters,
directors, officers, employees, and principal
nolders (other than affiliates) of equity se-
curities of the person and its affiliates; and
(5) others. Exclude from (4) amounts for
purchases by such persons subject to usual
trade terms, for ordinary travel and expense
advances and for other such items arising in
the ordinary course of business. With respect
to (2) and (3), state separately in the regis-
trant’s balance sheet the amounts which in
the related consolidated balance sheet are
(1) eliminated and (ii) not eliminated.

(b) If receivables maturing after 1 year
are included here under a longer current
operating cycle (see §210.3-11), state in a
note to the financial statements the amount
thereof and, if practicable, the amounts ma~
turlng in each year. Interest rates on major
receivable items maturing after 1 year, or
classes of receivables so maturing, shall be
set forth, or an indication of the average in-
terest rate, or the range of rates, on all re-
ceivables shall be given.

(c) Receivables from a parent, a sub-
sidlary, an afiiliate or other person desig-
nated under (a)(2) and (a)(3) above shall
not be considered as current unless the net
current asset position of such person justifies
such treatment,

(d) If the aggregate amount of notes re-
ceivable exceeds 10 percent of the aggregate
amount of receivables, the above information
shall be set forth separately for accounts re-
ceivable and notes receivable.

4. Allowances for doubtful accounts and
notes receivable. Accounts and notes re-
ceivable known to be uncollectible shall be
excluded from the assets as well as from the
allowance accounts.,

5. Unearned income. Unearned discounts,
finance charges and interest included in re-
celvables shall be shown separately and
deducted from the applicable receivable
caption,

6. Inventories. (a) State separately here,
or in & note referred to herein, if practicable,
the major classes of inventory such as: (1)
Finished goods; (2) work in process (see
§210.3-11); (8) raw materials; and (4)
supplies,

(b) The basis of determining the amounts
shall be stated. If a basis such as ‘“‘cost,”
“market,” or ‘‘cost or market whichever
is lower” is given, there shall also be given,
to the extent practicable, a general indica-
tion of the method of determining the
“cost” (e.g., “average cost,” “first-in, first-
out,” '“last-in, first-out) and the method
of determining “market” if other than re-
placement or current cost. If the LIFO
method is used, the excess of replacement
or current cost over stated LIFO value shall,
if material, be stated parenthetically or in
4 note to the financial statements.

7. Other current assets. State separately
any amounts in excess of 5 percent of total
current assets, The remaining items may be
shown in one amount.

. 8. Prepaid expenses (see caption 19 of
§210.5-02).
9. Total current assets, when appropriate.

INVESTMENTS

10. Securities of affiliates and other per-
fons, Include under this caption amounts
fpresenting investments in affiliates and
Investments in other persons which are ac-
tounted for by the equity method, and state
the basis of determining these amounts.
oiate separately in the registrant’s balance
theet the amounts which in the related con-
Solidated balance sheet are (a) eliminated
and (b) not eliminated.

. 11, Indebtedness of affiliates and other per-
v°"$—not current. Include under this cap-
e;;)r? Indebtedness of affiliates and indebt-
wh_es:s of other persons the investments in

ich are accounted for by the equity
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method. State separately in the registrant's
balance sheet the indebtedness which in the
related consolidated balance sheet is (a)
eliminated and (b) not eliminated.

12. Other security investments. State the
basis of determining the amount shown in
the balance sheet and state, parenthetically
or otherwise, the alternate of the aggregate
cost or the aggregate amount on the basis
of market quotations at the balance sheet
date.

13. Other investments. State separately, by
class of investments, any items in excess of
5 percent of total assets.

PROPERTY

14. Property, plant, and equipment. (a)
State separately here, or in a note referred
to herein, if practicable, each major class,
such as land, buildings, machinery, and
equipment, leaseholds, or functional group=-
ing such as revenue producing equipment or
industry categories, and the basis of deter-
mining the amounts; ie. cost, cost plus
manufacturing profit, ete.

(b) Tangible and intangible utility plant
of a public utility company shall be segre-
gated so as to show separately the original
cost, plant acquisition adjustments, and
plant adjustments, as required by the sys-
tem of accounts prescribed by the applicable
regulatory authorities, This subparagraph
shall not be applicable in respect of com-
panies which are not otherwise required to
make such a classification or have not com-
pleted the necessary original cost studies. If
such classification is not otherwise required
or if such original cost studies have not
been completed, an appropriate explanation
of the circumstances shall be set forth in a
note which shall include a specific statement
as to the status of the original cost studies
and, to the extent practicable, the results
indicated thereby.

15. Accumulated depreciation, depletion,
and amortization of property, plant, and
equipment.

INTANGIBLE ASSETS

16. Intangible assets. State separately each
major class, such as goodwill, franchises,
patents or trademarks, and the basis of de-
termining their respective amounts,

17. Accumulated depreciation and amorti-
zation of intangible assets.

OTHER ASSETS AND DEFERRED CHARGES

18. Other assets. State separately: (a)
Noncurrent receivables from persons speci-
fled in captions 3(a) (1) and (4); (b) each
pension or other special fund; and (c¢) any
other item not properly classed in one of the
preceding asset captions which is In excess
of b6 percent of total assets.

19. Prepaid expenses and deferred charges.
State separately any material items. Items
properly classed as current may, however, be
included under caption 8.

20. Deferred research and development
expenses, preoperating expenses and similar
deferrals. State separately each major class
and, in a note referred to herein, the policy
for deferral and amortization. Where the
amounts deferred or amortized are material,
such amounts as shown by §210.12-08 shall
be stated in the note for each period reported
on.

21. Deferred organization expense. State, in
a note referred to herein, the policy for de-
ferral and amortization.

22. Deferred debt expense, State, in a note
referred fo herein, the policy for deferral
and amortization.

23. Deferred commissions and expense on
capital shares. State, in a note referred to
herein, the policy for deferral and amortiza-
tion, These items may be shown as deduc-
tions from additional capital.
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24. Total 'assets and, when appropriate,
other debits.

LIABILITIES, RESERVES, AND BSTOCKHOLDERS'
EqQuIry

CURRENT LIABILITIES, WHEN APPROPRIATE (SEE
§ 210.3-12)

25, Accounts and notes payable. (a) State
separately amounts payable to: (1) Banks,
for borrowings; (2) trade creditors; (3) par-
ents and subsidiaries; (4) other affiliates and
other persons the investments in which are
accounted for by the equity method; (5)
underwriters, promoters, directors, officers,
employees, and principal holders (other than
affiliates) of equity securities of the person
and its affiliates; and (6) others. Exclude
from (5) amounts for purchases from such
persons subject to usual trade terms, for
ordinary travel expenses, and for other such
items arising in the ordinary course of busi-
ness. With respect to (3) and (4), state sep-
arately in the registrant’s balance sheet the
amounts which in the related consolidated
balance sheet are (1) eliminated and (il) not
eliminated.

(b) If the aggregate amount of notes pay-
able exceeds 10 percent of the aggregate
amount of payables, the above information
shall be set forth separately for accounts
payable and notes payable.

26. Accrued liabilities. State separately:
(a) Payrolls; (b) taxes, indicating the cur-
rent portion of deferred income taxes (see
Release No. AS-102); (¢) interest; and (d)
any other material items, indicating any
liabilities to affiliates.

27. Other current liabililies. State sepa-
rately: (a) Dividends declared; (b) current
portion of bonds, mortgages, and similar
debt; and (c¢) any other item in excess of
6 percent of total current liabilities, indi-
cating any liabilities to affiliates. The remain-
ing items may be shown in one amount.

28. Total current liabilities, when appro-
priate.

DEBT

and similar debt.

LONG-TERM

29. Bonds, mortgages,
State separately here, or in a note referred
to herein, each issue or type of obligation
and such Information as will indicate (see
§ 210.3-13): () The general character of
each type of debt including the rate of in-
terest; (b) the date of maturity, or if ma-
turing serially, & brief indication of the
serial maturities, such as “maturing serially
from 1980 to 1990™; (¢) if the payment of
prineipal or interest is contingent, an appro-
priate indication of such contingency: (d)
a brief Indication of priority; (e) If con-
vertible, the basis; and (f) the combined
aggregate amount of maturities and sinking
fund requirements for all issues, each year
for the 5 years following the date of the
balance sheet. For amounts owed to affiliates,
state separately in the registrant’s balance
sheet the amounts which in the related con-
solidated balance sheet are (1) eliminated
and (2) not eliminated.

80. Unamortized debt discount and pre-
mium. The amounts applicable to debt issues
under captions 29, 31, 32, or 383 of § 210.5-02
shall be deducted from or added to the
face amounts of the issues under the par-
ticular caption either individually or in the
aggregate, but If the aggregate method is
used the face amounts of the individual
issues and the applicable unamortized dis-
count or premium shall be shown paren-
thetically or otherwise,

381. Indebtedness to affiliates and other
persons—not current. Include under this
caption indebtedness to afliliates and in-
debtedness to other persons the investments
in which are accounted for by the equity
method. State separately in the registrant’s
balance sheet the indebtedness which in
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the related consolidated balance sheet Is (a)
eliminated and (b) not eliminated.

32, Other long-term debt. Include under
this caption all amounts of long-term debt
not provided for under captions 29 and 31
above. State separately amounts payable
to (a) persons specified In captions 25(a)
(1), (2), and (5); and (b) others, specifying
any material item. Indicate the extent that
the debt is collateralized. Show here, or in
a note referred to herein, the information
required under caption 29,

OTHER LIABILITIES AND DEFERRED CREDITS

33. Other liabilities. State separately any
item not properly classed in one of the
preceding liability captions which is in ex-
cess of 5 percent of total liabilities.

34. Commitments and contingent liabili-
ties. [See § 210.3-16(i).]

35. Deferred credits. State separating
amounts for: (a) Deferred income taxes, (b)
deferred tax credits, and (¢) material items
of deferred income. The current portion of
deferred income taxes shall be included un-
der caption 26 (see Release No, AS-102).

RESERVES

36. Reserves. State separately each major
class and indicate clearly its purpose (see
§ 210.3-09).

MINORITY INTERESTS

37. Minority interests in consolidated sub-
sidiaries. State separately in a note referred
to herein amounts represented by preferred
stock and the applicable dividend reguire-
ments if the preferred stock is material
in relation to the consolidated stockholders’
equity.

StockHOLDERS' EqQuiTy (SEE § 2103-01(a))

38. Capital shares. State for each class of
shares the title of issue, the number of
shares authorized, the number of shares
issued or outstanding, as appropriate (see
§§2103-14 and 210.3-15), and the dollar
amount thereof, and, if convertible, the basis
of conversion ([see also §210.3-16(f)(3)].
Show also the dollar amount, if any, of
capital shares subscribed but unissued, and
show the deduction of subscriptions receiv-
able therefrom. Show here, or in a note or
statement referred to herein, the changes
in each class of capital shares for each period
for which an income statement is required
to be filed.

39. Other stockholders’ equity. (a) Sepa-
rate captions shall be shown for: (1) Paid-in
additional capital, (2) other additional
capital, and (3) retained earnings (i) appro-
priated and (il) unappropriated.

(b) If undistributed earnings of uncon-
solidated subsidiaries and 50 percent or less
owned persons are included, state the
amount in each category parenthetically or
in a note referred to herein.

(c) For a period of at least 10 years subse-
quent to the effective date of a guasi-reor-
ganization, any description of retained earn-
ings shall indicate the point in time from
which the new retained earnings dates and
for a perliod of at least 3 years shall indicate
the total amount of the deficit eliminated.

(d) A summary of each account under
this caption setting forth the information
prescribed in § 210.11-02 shall be given for
each period for which an income statement
or summary of operations is being filed,

40. Total liabilities, reserves, and stock--
holders” equity.

§ 210.5-03 TIncome siatements.

Except as otherwise permitted by the
Commission, the income statements filed
for persons to whom this article is appli-
cable shall comply with the provisions of

RULES AND REGULATIONS

this rule (see § 210.3-01(a) and Release
No. AS-41),

(a) All items of profit and loss given
recognition in the accounts during each
period covered by the income state-
ments, except retroactive adjustments,
shall be included in the income state-

ment for each such period (see
§ 210.3-07).
(b) Only items entering into the

determination of net income or loss may
be included. .

(¢) If income is derived from sales of
tangible products (caption 1A below)
and/or operating revenues of public
utilities (caption 1B below) and/or other
revenues (caption 1C below), each class
which is not more than 10 percent of
the sum of the items may be combined
with another class. If these items are
combined, the cost of tangible goods sold
(caption 2A below), operating expenses
of public utilities (caption 2B below),
and costs and expenses applicable fo
other revenues (caption 2C below) may
be combined in the same manner.

1A. Net sales of tangible products (gross
sales less discounts, returns and allowances).
State separately, if practicable, (a) sales to
unconsolidated affiliates, including 50-per-
cent-owned persons, and (b) sales to others.
If the total of sales and revenues under
captions 1A, 1B, and 1C includes excise taxes
in an amount equal to 10 percent or more
of such total, the amount of such excise
taxes shall be shown parenthetically or
otherwise.

2A. Cost of tangible goods sold. (a) State
the amount of cost of tangible goods sold as
regularly computed under the system of ac-
counting followed. State separately here or
In a note referred to herein, if practicable,
(a) purchases from unconsolidated affillates,
including 50-percent-owned persons, and (b)
purchases from others. Indicate the amount
of beginning and ending inventories and
state the basls of determining such amounts.

(b) Merchandising organizations, both
wholesale and retall, may include occupancy
and buying costs under this caption. How-
ever, publicity costs shall be included under
caption 4 below or shown separately.

1B. Operating revenues of public utilities.
State separately, if practicable, revenues
from (a) unconsolidated affiliates; including
50-percent-owned persons, and (b) others.
A public utility company using a uniform
system of accounts or a form for annual re-
port prescribed by Federal or State authori-
ties, or a similar system or report, shall fol-
low the general segregation of operating
revenues prescribed by such system or report.

2B. Operating expenses of public utilities.
State separately, If practicable, purchases
from and services rendered by (a) uncon-
solidated affiliates, including B50-percent~
owned persons, and (b) others. A public
utility company using a uniform system of
accounts or a form for annual report pre-
scribed by Federal or State authorities, or a
similar system or report, shall follow the
general segregation of operating expenses
prescribed by such system or report.

1C. Other revenues (such as royalties, rents,
and the sales of services and intangible prod-
uets, e.g., engineering and research and de-
velopment). State separately, if practicable,
revenues from and sales to (a) unconsoli-
dated afliliates, Including 50-percent-owned
persons, and (b) others.

2C. Costs and expenses applicable to other
revenues (capiion 1C). State the amount of
costs and expenses applicable to other reve-
nues as regularly computed under the system

of accounting followed. State separately here
or in a note referred to herein, if practicable,
purchases from and services rendered by (a)
unconsolidated affiliates, including 50-per-
cent-owned persons, and (b) others.

3. Other operating costs and exrpenses
State separately any material amounts not
included in caption 24, 2B, or 2C above.

4, Selling, general and administrative cz-
penses. Any unusual material items shall be
disclosed parenthetically or otherwise.

6. Provision for doubdbtful accounts and
notes.

6. Oiher general expenses. Include items
not normally included in caption 4 above.
State separately any material amount,

OTHER INCOME

7. Dividends, State separately, if practica-
ble, the amount of dividends from: (a)
Securities of affiliates, (b) marketable securi-
ties, and (c) other securities. Exclude from
this caption dividends from both subsidiaries
and investments which are accounted for by
the equity method.

8. Interest on securities. State separately,
if practicable, the amount of interest from:
(a) Securities of affiliates, (b) marketable
securities, and (c¢) other securities, Disclose,
parenthetically or in a note referred to
herein, interest from securities of companies
the investments in which are accounted for
by the equity method.

9. Profits om securities. Profits shall be
stated net of losses. No profits on the person's
own equity securities, or profits of its afiill-
ates on their own equity securities, shall be
included under this caption. State, here or in
a note referred to herein, the method followed
in determining the cost of securities sold, eg.
“average cost,” “first-in, first-out,” or identi-
fled certificate.”” Consideration should be
given to reporting such transactions under
caption 19, when appropriate.

10. Miscellaneous other income. State
separately any material amounts, indicating
clearly the nature of the transactions out of
which the items arose. Miscellaneous other
income may be stated net of miscellaneous
income deductions, provided that any mate-
rial amounts are set forth separately.

INcoME DEDUCTIONS

11. Interest and amortization of debt dis-
count and erpense. State separately: (a) In-
terest on bonds, mortgages, and similar debt;
(b) amortization of debt discount and ex-
pense (or premium); and (c¢) other interest

12. Losses on secwrities. Losses shall b('
stated net of profits. No losses on the persons
own equity securities, or losses of its afiiliates
on thelr own equity securlties, shall be io-
cluded under this caption, State, here or
in a note referred to herein, the method
followed In determining the cost of securl
ties sold, e.g., “average cost,” “first-in, first-
out,” or “identified certificate.” Considt‘rft-
tion should be given to reporting such trans:
actions under caption 19, when appropriate

13. Miscellaneous income deductions, Stat¢
separately any material amounts, mdicutm%
clearly the nature of the transactions Out
of which the items arose. Miscellaneous it
come deductions may be stated net of m's:
cellaneous other income, provided thab any
material amounts are set forth separately

14. Income or loss before income tar €
pense and appropriate items below. o

15. Income taz expense. Include under thi3
caption only taxes based on income. (See
§ 210.3-16(0).) :

16. Minority interest in income of 0%
solidated subsidiaries. e

17. Equity in earnings of unconsolidai®
subsidiaries and 50 percent or less 0WN¢
persons. The amount reported under this ca);
tion shall be stated net of any applicsts
tax provisions. State, parenthetically or it
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note referred to herein, the amount of divi-
dends received from such persons. If justified
py circumstances, this item may be pre-
sented in a different position and & different
manner. (See § 210.3-01(a).)

18. Income or loss before extraordinary
items.

10. Extraordinary items, less applicable
tar. State separately any material items and
disclose, parenthetically or otherwise, the tax
applicable to each.

20. Cumulative effects of changes in ac-
counting principles. State separately any ma-
terial items and disclose, parenthetically or
otherwise, the tax applicable to each.

21. Net income or loss. See § 210.5-02 (cap~-
tion 39(d)).

22. Earnings per share data. Refer to the
pertinent requirements in the appropriate
filing form.,

§210.5-04 What schedules are to be
filed.

(a) Except as expressly bprovided
otherwise in the applicable form—

(1) The schedules specified below in
this section as Schedules I, IX, XI, XIIT,
X1V, XV, XVII, XVIII, and XIX shall be
filed as of the dates of the most recent
audited balance sheet and any subse-
quent unaudited balance sheet being
filed for each person or group, provided
that any such schedule (other than
Schedules I, XIII, and XIX) may be
omitted if both of the following condi-
tions exist:

(i) The financial statements are being
fled as part of an annual or other
periodic report; and

(ii) The information that would be
shown in the respective columns of such
schedule would reflect no changes in any
issue of securities of the registrant or
any significant subsidiary in excess of 5
percent of the outstanding securities of
such issue as shown in the most recently
fled annual report containing the
schedule.

(2) Schedule XIII, Capital Shares,

may also be omitted if the above two
conditions exist and any information re-
quired by column G of the schedule is
shown in the related balance sheet or in
anote thereto,
_ (3) All other schedules specified below
n this rule as Schedules II, III, IV, V,
VI, VII, VIII, X, XII, and XVI shall be
fled for each period for which an in-
come statement is required to be filed for
€ach person or group.

(b) When information is required in
schedules for both the registrant and the
reglstrant and its subsidiaries consoli-
dated it may be presented in the form of
& single schedule, provided that items
Pertaining to the registrant are sepa-
fately shown and that such single sched-
Ue affords a properly summarized
bresentation of the facts. If the informa-
Exon required by any schedule (including
;he notes thereto) may be shown in the
related financial statement or in a note
thereto without making such statement
gnclear or confusing, that procedure may
€ followed and the schedule omitted.

‘c) Reference to the schedules shall
be made in the appropriate captions of
the financial statements. Where, pur-
Suant to the applicable instructions, the
Supporting schedules do not accompany

RULES AND REGULATIONS

the financial statements, references to
such schedules shall not be made.

(d) The schedules shall be examined
by the independent accountant if the
related financial statements are so
examined.

Schedule I—Marketable securities—other
security investments, The schedule pre-
scribed by § 210.12-02 shall be flled—

(1) In support of caption 2 of a balance
sheet, if the greater of the aggregate cost
or the aggregate market of marketable secu-
rities based on market guotations as of the
balance sheet date constitutes 10 percent or
more of total assets.

(2) In support of caption 12 of a balance
sheet, If the amount at which other security
investments is shown in such balance sheet
constitutes 10 percent or more of total
assets.

(3) In support of captions 2 and 12 of a
balance sheet, if the amount at which other
security investments is shown in such bal-
ance sheet plus the greater of the aggregate
cost or the aggregate market of marketable
securities based on market quotations as of
the balance sheet date constitutes 15 percent
or more of total assets.

Schedule II—Amounts receivadble from
underwriters, promoters, directors, officers,
employees, and principal holders (other than
affiliates) of equity securities of the person
and its affiliates. The schedule prescribed by
§ 210.12-03 shall be filed with respect to each
person among the underwriters, promoters,
directors, officers, employees, and principal
holders (other than affillates) of equity secu-
ritles of the person and its afiiliates, from
whom an aggregate indebtedness of more
than $20,000 or 1 percent of total assets,
whichever is less, is owed, or at any time
during the period for which related income
statements are required to be filed, was owed.
For the purposes of this schedule, exclude
in the determination of the amount of in-
debtedness all amounts receivable from such
persons for purchases subject to usual trade
terms, for ordinary travel and expense ad-
vances and for other such items arising in
the ordinary course of business.

Schedule III—Investments in, equily in
earnings of, and dividends received from
affiliates and other persons. The schedule
prescribed by § 210.12-04 shall be filed in
support of caption 10 of each balance sheet.
This schedule may be omitted if (1) neither
the sum of captions 10 and 11 in the related
balance sheet nor thé amount of caption 31
in such balance sheet exceeds 5 percent of
total assets as shown by the related balance
sheet at either the beginning or end of the
period, or (2) there haye been no material
changes in the information required to be
filed from that last previously reported.

Schedule IV—Indebtedness of affiliates and
other persons—not current. The schedule
prescribed by § 210.12-05 shall be filed in sup-~
port of caption 11 of each balance sheet;
however, the required information may be
presented separately on Schedule III or
Schedule X. This schedule may be omitted if
(1) neither the sum of captions 10 and 11
in the related balance sheet nor the amount
of caption 31 In such balance sheet exceeds
5 percent of total assets as shown by the
related balance sheet at either the beginning
or end of the period, or (2) there have been
no material changes in the information re-
quired to be filed from that last previously
reported.

Schedule V—Property, plant and equip-
ment. The schedule prescribed by §210.12-
06 shall be filed in support of caption 14 of
each balance sheet, provided that this sched-
ule may be omitted if the total shown by
caption 14 does not exceed 5 percent of total
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assets as shown by the related balance sheet
at both the beginning and end of the period
and if neither the additions nor the deduc-
tions during the period exceeded 5 percent of
total assets as shown by the related balance
sheet at either the beginning or end of the
period.

Schedule VI—Accumulated depreciation,
depletion, and amortization of property,
plant, and equipment. The schedule pre-
scribed by § 210,12-07 shall be filed in sup-
port of caption 15 of each balance sheet. This
schedule may be omitted if Schedule V is
omitted.

Schedule VII—Intangible assets, deferred
research and development expenses, preop-
erating expenses, and similar deferrals. Part
A of the schedule prescribed by § 210.12-08
shall be filed in support of caption 16 and
Part B shall be filed in support of caption 20
of each balance sheet, provided that either
part may be omitted if the total shown by
the related balance sheet caption does not
exceed 5 percent of total assets as shown in
the related balance sheet at both the begin-
ning and end of the period and if neither the
additions nor the deductions during the
period exceeded 5 percent of total assets as
shown by the related balance sheet at the
beginning or end of the period.

Schedule VIII—Accumulated depreciation
and amortization of intangible asseis. The
schedule prescribed by §210.12-09 shall be
filed in support of caption 17 of each balance
sheet. This schedule may be omitted if Sched-
ule VII is omitted.

Schedule IX—Bonds, mortgages, and simi-
lar debt. The schedule prescribed by § 210.12-
10 shall be filed in support of caption 29 of a
balance sheet.

Schedule X—Indebtedness to afiiliates and
other persons—not current. The schedule
prescribed by §210.12-11 shall be filed In
support of caption 31 of each balance sheet;
however, the required information may be
presented separately on Schedule III or
Schedule IV. This schedule may be omitted
if (1) neither the sum of captions 10 and 11
in the related balance sheet nor the amount
of caption 31 in such balance sheet exceeds
5 percent of total assets as shown by the re-
lated balance sheet at either the beginning
or end of the period, or (2) there have been
no changes in the information required fo
be filed from that last previously reported.

Schedule XI—Guarantees of securilies of
other issuers. The schedule prescribed by
§ 210.12-12 shall be filed with respect to any
guarantees of securities of other issuers by
the person for which the statement is filed.

Schedule XII—Valuation and qualifying
accounts and reserves. The schedule pre-
seribed by § 210.12-13 shall be filed in sup-
port of valuation and qualifying accounts
and reserves included in each balance sheet
but not included in Schedule VI or VIII
(See § 210.3-02.)

Schedule XI1II—Capital shares. The sched-
ule prescribed by § 210.12-14 shall be filed
in support of caption 38 of a balance sheet.

Schedule XIV—Warrants or rights. The
schedule prescribed by §210.12-15 shall be
filed with respect to warrants or rights
granted by the person for which the state-
ment is filed to subscribe for or purchase
securities to be issued by such person,

Schedule XV—Other securities. If there are
any classes of securities not included in
Schedules IX, XI, XIII, or XIV, set forth in
this schedule information concerning such
securities corresponding to that required for
the securities included in such schedules.
Information need not be set forth, however,
as to notes, drafts, bills of exchange, or bank-
ers' acceptances, having a maturity at the
time of issuance of not exceeding 1 year,

Schedule XVI—Supplementary income
statement information. The schedule pre-
seribed by § 210.12-16 may be omitted for
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each income statement in which sales or
operating revenues were not of significant
amount, This schedule may also be omitted
if the information required by column B and
instructions 3 and 4 thereof is furnished in
the income statement or in a note thereto.

Schedule XVII—Real estate and accumu-
lated depreciation. The schedule prescribed
by § 210.12-42 shall be filed for real estate
(and the related accumulated depreciation)
held by persons a substantial portion of
whose business is that of acquiring and
holding for Investment real estate or inter-
ests in real estate, or interests in other
persons a substantial portion of whose busi-
ness is that of acquiring and holding real
estate or interests in real estate for invest-
ment. Real estate used in the business shall
be excluded from the schedule,

Schedule XVIII—Mortgage loans on real
estate. The schedule prescribed by § 210.12-
43 shall be filed by persons specified under
Schedule XVII for investments in mortgage
loans on real estate.

Schedule XIX—Other investments. If
there are any other investments, under cap-
tion 13 of § 210.5-02 or elsewhere In & bal-
ance sheet, not required to be included in
Schedule I or III, there shall be set forth
in a separate schedule information con-
cerning such investments corresponding to
that prescribed by Schedule I, This schedule
may be omitted If the total amount of such
other investments does not exceed 5 percent
of total assets as shown by such balance
sheet.

ARTICLE T—INSURANCE COMPANIES OTHER
THAN LiFre axp TITLE INSURANCE
COMPANIES

(The following amended rules reflect changes

in rule numbers and captions in other sec-

tions of Regulation S-X (Part 210 of this
chapter) which are referred to in these
rules.)

§ 210.7-03-17 Commitments and con-
tingent liabilities.—See §§ 210.3-16
(i) and 210.7-05-4.

§ 210.7-03-19 Surplus.
* - . > -

(c) An analysis of each surplus ac-
count setting forth the information pre-
seribed in § 210.11-02 shall be given for
each period for which a profit and loss
statement is filed, as a continuation of
the related profit and loss statement or
in the form of a separate statement of
surplus, and shall be referred to here.
In this statement caption 3, Other addi-
tions, shall be subdivided to show: (1)
Unrealized gain on bonds and stocks
from change in market values, (2) un-
realized gain on other investments from
change in market values, and (3) all
others, designating clearly the nature
thereof. Likewise, caption 5, Other de-
ductions, shall be subdivided to show:
(i) Unrealized loss on bonds and stocks
from change in market values, (ii) un-
realized loss on other investments from
change in market values, and (iii) all
others, designating clearly the nature
thereof.

- * - » -
§ 210.7-05 Special notes to financial
statements,
- - - L -

3. State in a note the amount of surplus
not available for payment of dividends to
stockholders, See §210.3-16(h).

- . * . *
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ARTICLE TA—LIFE INSURANCE COMPANIES

(The following amended rules reflect changes
in rule numbers and catpions in other sec-
tions of Regulation S-X this Part 210 which
are referred to In these rules.)

§ 210.7A-03-17 Commitments and con-
tingent liabilities.—See §§ 210.3-16
(i) and 210.7A-05-3.

§ 210.7A-03-20 Surplus,
. - * . »

(¢) An analysis of each surplus ac-
count setting forth the information pre-
seribed in § 210.11-02 shall be given for
each period for which a profit and loss
statement is filed, as a continuation of
the related profit and loss statement or
in the form of a separate statement of
surplus, and shall be referred to here.
In this statement caption 3, Other addi-
tions, shall be subdivided to show: (1)
Unrealized gain on bonds and stocks from
change in admitted asset values; (2) un-
realized gain on other investments from
change in admitted asset values; (3)
realized gain on investments; and (4) all
others, designating clearly the nature
thereof. Likewise, caption 5, Other de-
ductions, shall be subdivided to show:
(i) Unrealized loss on bonds and stocks
from change in admitted asset values;
(ii) unrealized loss on other investments
from change in admitted asset values;
(iii) realized loss on investments; and
(iv) all others, designating clearly the
nature thereof.

* » - - L

§ 210.7A-05 Special notes 1o financial
statements.
. s » - -

2. State in notes or otherwise:
(a) No change.

(b) The amount of surplus not available
for payment of dividends to stockholders. Ses
§210.3-16(h).

- - L * .

ARTICLE 11—CONTENT OF STATEMENTS oF
OTHER STOCKHOLDERS' EqQuiTy

§ 210.11-01 Application of §§ 210.11-0]
and 210.11-02.

This article prescribes the content of
the statements of other stockholders'
equity specified in § 210.5-02 (caption
39), §210.6-22 (caption 26), §210.7-03
égaption 19), and § 210.7A-03 (caption

).

§210.11-02 Swmatements of other stock-
holders’ equity.

A summary shall be given for each
class of other stockholders’ equity set
forth in the related balance sheet.

1. Balance at beginning of period. State
separately the adjustments to the balance
at the beginning of the first period of the
report for items which were retroactively ap-
plied to periods prior to that period. (See
§ 210.5-03(a).)

2. Net income or loss from income state-
ment.

3. Other additions. State separately any
material amounts, indicating clearly the na-
ture of the transactions out of which the
items arose.

4. Dividends. For each class of shares state
the amount per share and in the aggregate

(a) Cash.

(b) Other. Specify.

5. Other deductions. State separately any
material amounts, indicating clearly the na-
ture of the transactions out of which the
items arose.

6. Balance at end of period. The balance
at the end of the most recent period shall
agree with the related balance sheet caption

ARTICLE 12—FORM AND CONTENT OF SCHEDULES

§210.12-01

Application of §§ 210.12-01 10 210.12-43.

These sections prescribe the form and content of the schedules required by
8§ 210.5-04, 210.5a-07, 210.6-10, 210.6-13, 210.6-24, 210.6-34, 210.7-06, 210.7A-06,
and 210.9-04 (Rules 5-04, 5A-07, 6-10, 6-13, 6-24, 6-34, 7-06, TA-06, and 9-04).

§210.12-02 Marketable securities—other security investments.

Column B
Number of shares of

Column A

Name of lssuer and
titlo of each Issue !
of bonds and notes

units—principsl amount

Column C Column I
Value based on market
quotations st
balance sheet date

Amount at which shown
In the balance sheet *

1 (a) Bach issue shall be stated separately, except that reasonable
tion, may be made of (1) securities issued or guaranteed by municipalities, States,

sroupings, without enpmert
i Ktat the U.8. Goveri

ment or agencies thereof and (2) securities issued by others for which the amounts ghown in

ecoltimn € in the aggregate are not more than 2 percent of total assets,
(b) In the case of bank holding eompanles group separately (1) securities of banks

and (=

other securities, and, in column C show totals for each group, =~
2 State the basis of determining the amounts in column C. Column C ghall be tofaled to vorn

spond to the respective balance sheet captions.

3 This column may be omitted if all amounts that would be shown are the same as those

in column C.

§ 210.12-03

ghown

Amounts receivable from underwriters, promoters, directors, officers

employees, and principal holders (other than affiliates) of equity gecurities 0

the person and its affiliates,

Column A Column B Column O
Name¢ of debtor? Bualance at begln-
ning of period

Additlons —————

Column E

Column D
Deductions Balauce at ond
of perlod
(O (@] @) &
Amounts Amounts J il
collected 3 wrlnrnn Current  Not curt™
of

most recent balance sheet being filed,
2 If collection was other than in cash, explain,

t Inelude in this scheduleé both accounts receivable and notes receivable and provide in # nott
hereto pertinent information, such as the due date, interest rate, ;
lateral, if any, for the amounts receivable from each person named in column A as of the date

terms of repayment x\n:l.{‘;';l‘,.
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§210.12-04 Investments in, equity in earnings of, and dividends received from afliliates and other persons.

14603

Column A Column B Column O Columa D Column E Column F
Balance at be%hmlng Additions Deductions Balunce at end of period
of perio
- E=S — — Dividends
(1) 2) (1) (2 () (2) (03] (¢} recelved
Name of issuer and description during the
of investment ! Equity taken up Distribution of riod from
Number of shares Amount in earnings earnings by Number of shares Amount nvestments
or units.? n (losses) of Other ¢ persons in which  Other * or units 2, n not accounted
Principal amonnts  doliars affiliates and carnings (losses) Principal amount  doltars T for by the
of bonds and notes ?ther pep;srclno\‘si were Laken up? of bonds and notes equity methods
for the

| (a) Gronp separately securities of (1) subsidiaries consolidsted; (2) subsidiaries
ot consolidated; (3) other affiliates; and (4) other persons, the investment in whieh is
scconnted for by the equity method, showing shares and bonds separately in each
case, Investments in individual affillates which, when considered with related ad-
vances, exeeed 2 t of total assats shall be stated separately. Dividends from (1)
marketable securities and (2) other socurity investments sh also be included and
may be shown in se?mto aggregate amounls.

(b) Those foreign investiments, the enumeration of which wonld he detrimental to
the registrant, may be grouped. !

2 Disclose, in the column or in a note hereto, the percentage of ownership interest
represented by the shares or units, if material.

1 The total of eol. C(1) shall ba r iled with the
staternent caption.

¢ Briefly deseribe each itom In col. C(2); if the cost thereof represents other than a

unt of the related income

cash ex(ﬁendltum, explain. I acguired from an affiliate (and not an original issue of
that afliliate) at otber than cost to the affiliate, show such cost, provided the sequisi-
tion by the afiiliate was within 2 years prior to the scquisition by the person for which
the statement is filod.

3 As to any dividends other than cash, state the basis on which they have been
taken up in the accounts, and the justification for such action. If any such dividends
received from affilistes have been credited in the accounts In an amount differing
from that charged to retained earnings by the disbursing company, state the smount
of such differonce and explain,

¢ Briefly describe each item in col, D(2) and state: (a) Cost of items sold and how
determined; (b) amount recelved (if other thau eash, esplain); and (¢) disposition
of msultin“;mm or loss.

7 The total (or a subtotal) of col, E(2) shall be reconciled with {he smount reported
under caption 10 of the related balance sheot.

§210.12-05 Indebtedness of affiliates

and other persons—not current.

Column A
Name of person !

Column B

Balance at be-
gioning ol
period

1 The persons named shall be grouped 8 in the

Column C

Balance at end
of period *

rolated schedule re("slimd for investments in aflilintes

and other persons.

he information called for shall ba

shown separately for any persous whose investments
were shown separately in stuch related schedule.

2 For each person named in

col. A, explain in & noto

hereto the nature and pur}))oso of any iucrease during the
perce

period that is in excess of I

nt of the related balance

at elther the beginning or end of the period.

§210.12-06 Property, plant and equipment.’

Column A Column B Column ©

Classification 3 Balance at beginning of

period ¥

Additions at cost !

{ Comment briefly o any significant and unusual additions, abandonments, or
rolirements, or any significant and unusual changes in the general character and
location, of principal plants and other important uuits, which niay have oconrred
within tho perlod.

: (8) Show by major classifications, such as land, buildings, machinery and equip-
ment, leaseholds, or functional groupings. I such ¢ assification is not present or prac-
ticable, this may be stated in one amount. The additions included in col. C shall,
however, be segregated in accordance with an appropriate classification. 1f property,
plant and equipment sbandoned is carried at other than a nominal amount indicate,
if practicable, the amount thereof and state the ressons for such treatment, 1tems of
minor importauce may be included uader a miscellanvcons thtion. X
~(b) Public ntility companies: A public utility company s nall, to the extent prac-
ticable, olassify utility plant by the type of service rendered (such os electrie, gas,
transportation, and water) and shall state se varately under each of such service
classitieations the major subclassifications of uti‘u ¥ plant gecounts.

() Mining companies using §§210.6a-01 to 210.5a-07: Such mining companies shail
include herein only depreciable mine property, plant, and equipment at dollor
amonnts required by the instructions set forth under caption 13, property, plant, and
equipment, of §§210.5a-01 to 210.5a-07. A mining company falling into this category

?::{1‘11 n{So, to the extent practicable, observe the other instructions set forth under
sritle,

Retirements *

= ==

Column D Column E Column F

Other changes—add (de-

Balance st end of period
duet)—describe *

3 [{nelther the total sdditions nor total deductions during any of the perfodscovered
by the schedules amount to more than 10 pereent of the ending balance of that period
and & statoment to that effect is made, the information required by cols. B, C, D, and
T may be omitted for that period, provided that the totals of cols. C and D aregiven
in & note hersto and provided farther than any Information required by instructions
4, 5, aud 6shall be given aud may be in summary form.

t For cach change in accounts in col. C that represents anything other than an
addition from acquigition, and for each change in that column that is in excess of 2
percent of total assets, at ¢ither the beginning or end of the period, state cloarly the
nature of the change and the other sceounts affected. I cost of property additions
represonts other than cash expenditures, explain, If acquired from an afiliale at
other than cost to the affiliate, show such cost, provided the acquisition by the aflili-
uu;]viv:as within 2 years prior to the acquisition by the person for which the statement
is filed,

£ Ifchangesin col. I are stated at other than cost, explain if practicable.

s State clearly the nature of the changes and the other accounts sffeeted. 1f pro-
vision for depricistion, depletion, snd amortization of property, plant, and equip-
ment is oredited in the books directly to the asset accounts, the amounts shall be
stated in col, B with explanations, including the aceounts to which churged,

§210.12-07 Accumulated deprecintion, depletion and amortization of property, plant, and equipment.'

Colump B

Column A Column €

Description * Balance st beginning of Additiens charged to costs

and expenses

- ' {a) Insolar a8 amounts for depreciation, depletion, and amortization sre eredited
to the property accounts, such amouuts shall be shown in the sehedule of property,
plant, and equipment, as thers required.

(b) Mining companies using §§ 210.5a-01 to 210,54-07: Such mining companies shall
include hereln only the tof the lated depreciation, deplotion, and amor-
tization of mine property, plant, and equipment, and unrecovered promotional, es-
ploratory, and development costs applicable to the amounts set forth in the schedula

No, 141—Pt, I—T

Column D Column E Column F

Hetirements Other changes—add

Balunee st ¢nd of period
(deduet)—-deseribe

filed pursasnt to § 210,12-06 (rule 12-06) and § 210.12-00A (rnle 12-06A). A mining
company falling Into this category shall also, to the extent practicablo, ohsorve the
other instructions set forth under this rule.

2 1f practicable, accumulated depreciation shall be shown to correspond with the
classtiications of property set forth In the related schedule of property, plant, and
.;qulmlmzm. soparating especiatly depreciation, depletion, amortization, and provision
or retirement,
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§ 210.12-08 Intangible assets,

deferred research and development expenses, preoperating expenses and similar deferra

RULES AND REGULATIONS

ik

Column A Column B Column C

Column D Column E Colomn P

Deductions ¢

Deseription * Balance at beginning

of period ¢

Additions at cost—
describe
Ch

and

(85 (2) Other changes—add Balaniee at close of
(deduct)—describe period
ed to costs Charged to other
expenses accounts—deseribe

1 The information required shall be presented fn
Part B—Deferred researc!
similar deferrals.

* 1f In the accounts it Is not practicable to separate intangible assets from property,

lant, and equipment, the information here required may be included in the schedule
Gr property, plant, and equipment. In such event state in the balance sheet any
known amount of intangibles so included with sn indication that a further unknown
amount of intangibles is also so included.

* Show by major classifications in each part, sueh as franchises, goodwill, deferred
research, and development expenses, ete, If such classification §s not present or prac-
ticable, each part may be stated in one smount. The additions included in col. O
shall, however, be segregated in accordanoce with an appropriate classification. ftems
of minor Importance may be included under @ miscellaneous caption in each part.

4 Il neither the total additions nor total deductions of a part during any of the perfods
covered by the schedules amount to more than 10 percent of the closing balanee of the
gnn for that period and & statement to that effect is made, the information required

y cols, B, C, D. and E may be omitted for that part for that period by any company
other than a publie utility company. Any fnformation required by Instruction & or 6
ghall, haweyer, be given and may be in summary forny,

§ 210.12-09 Ac

2 parts: Part A—Intangible assots,
h and development expenses, preoperating expenses, and

cumulated depreciation ax

Column A Column B

Column ¢

that represents snything
ange in that column in either
reent of total assets at either the beginning or end
of the period, state clearly the natare of the change and the other accounts affected.
T1 cost of additions represents other than cash expenditures, explain. If acquired
an affiliate at other than cost to the affiliate, show such cost, pravided the scquisition
by the affiliate was within 2 years prior to the acquisition by the person for which tli
statemont is filed.

& 1f provision for de;

! For each change in intangible asset accounts in col, ¢
other than an addition from acquisition, and for each ¢h
Part A or B that is in exeess of 2 po

preclation and amoartization of Intangihle assets is eredited in {h
books directly to the intangiblo asset nccount, ths amounts shall be stoted fncol. D
with explanations, including the accounts to which charged. If the changes in col. D
represent anything othar than regular amortization In either Part A or B, state
vlearly the nature of the changes,

? If an account for accumulated depreciation or amortization is maintained for any
item of deferred research and development expenses, preoperating expen 3
similar doferrals, §210.12-00 shall apply to such accounts and that schedule shi
divided Into parts A and B as shown above.

id amortization of intangible assets.!

Column D

Colamn E

Additions

Balanee at
beginning
of period

Deseription 2

Charged 1o cost
snd expenses

! Insofar us amounts for depreeiation and amortization are ered

shall be shown in the schedule of intangible assets, as there
11 practicable, accumulated depreciation

set forth in the related schedule of Intangihie
3 See Instruction 7 of § 210.12-08.

§ 210.12-10 Bonds, mortgages and si

assets.

Column A Column B Column C Column D

Amount Included in
columin C, which Is

Amount
Name ol Amount Issucd -
Issuer  authorized  and not (8)) 2)
and title by retired
of each  Indenture  or can- Held by Not held
fssue celled or for by or for
account secount
of Issuer  of Issuer
thereof thoreof

consolidation or not. For
inclusive,
#This column is to be totaled to correspond to
shown in this column differ from face un
" Indicate by means of an appropriate
* Affiliates for

each issue listed give tl

svmbol any

milar debt.

* Include in this column eaclt issue authorized, whe

ounts shown in colnmn € or I

which statements are filed herew

Balance at
end of period

Deductions—
deseribe

(2)
s Charged to
other accounts—
describe

ited to the intangible asset accounts, such amounts
required.

and amortization shali bo shown to corvespond with the classifications

Column E

Column F Column G Column H
Amount Amount held by
included afliliates for which
in sum statements are filed
extended Amount in herewith ¢
under sinking Amoupt ————
caption  and other pledged (1 2)
“honds, special by Issuer
mortgages, funds of thereof ? Persons
and similar ~ fssuer included
debt” In thereof ? in con-  Others
related solidated
balance statement ¢
sheet #

ther issued or not and whether climinated in
e information called for by columns B to F

the related balance sheet caption. If amounts
). explain.
Inded in subcolumn D (1).

de affiliates for which separate

amounts not ine
ith shall inelu

financial statements are filed and those ineluded in consolidated or combined statements,
other than the issuer of the partienlar secnrity.

S Include in this subeolumn only amounts held by persons included in the consolidated
statement In support of which this schedule is being filed. If not eliminated in the con-
solidation, explain in a note,

§210.12-11 Indebtedness to affiliates and other persons—not current.
Column A Column B Column C

Name of person ! Balance at beginnir

ng of perlod Balance at end of perfod ?

! The persons named shall be
affiliates and other persons, T
whose investments were shown se

* For each person named in (-o}umn
increase during the period that is in

excess of 10 p
ginning or end of the period.

FEDERAL REGISTER, VOL. 37, NO.

grouped as in the rel
he information called for
parately in snch related schedule
A, explain In a note hereto the nature

ated schedule required for investments in
shall be shown separately for any persons
¢ and purpose of any

percent of the related balance at either the be-
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§ 210.12-16  Supplementary income statement information.

Column A Column B?
Charged to

Item w and
expenses

1. Maintenance and repairs—.________________
2. Depreciation, depletion and amortization of prop
; Depreciation and amortization of Intangible ‘asset
o.

. Taxes, other than income taxes?®___
BOntiAN o Sl = o SR e
Royalties ________

7. Advertising costs5______ -

8, Research and development costs. .

=

! State, for each of the items noted in column A which exceeds 1 percent of total sales and reve-
nues as reported In the related income statement, the amount called for in column B,

* Totals may be stated in column B withont further designation of the accounts to which charged.

? State separately each category of tax which exceeds 1 percent of total sales and revenues,

¢ Include rents applicable to leased personal property.

® This item shall inclnde all costs related to advertising the company’s name, products or services
in newspapers, periodicals or other advertising media,

§ 210.12-42 Real estate and accumulated depreciation.

[For certain real estate companies) !

Column A Column B Column € Column D Column E Column F Column G Column H Column 1
Cost eapitalized  Grossmmount at whleh earried at Life on which
Initial cost to company subsequent to ¢lose of period 34 0 €7 depreciation
acquisition Date of in latest
Description * Encumbrances ANl A T T Acoumulateéd. eonistraction Date income state-
Buildings and Improve- Carrying Buildings and depreciation acquired ments is
Land  improvements ments costs Land improvements Total computed

L All money columns shall be totaled.
# The description for each property should include type of property (e.g., unimproved land, shopping center, garden apartments, ete.) and the geographical location.
* The required information is to be given as to each individual investroent ineluded in col. E excopt that an amount not excoeding 5 percent of the total of col. E may be
listed in one amount as “miseellancous investments.'
¢ In a note to this schedule, furnish a reconcilintion, in the following form, of the total amount at which real estate was carried at the beginning of each period for which in-
come statements are required, with the total amount shown in col. K.
Balance at beginning of period_ ____ s Lie TN ) P o I
Additions during period:
Acquisitions through foreclosure LA, b - $..
Other acquisitions.. ...
Improvements, ete.
Other (describe)...

Deductions during period:
Cost of real estato sold .. .
Other (deseribe)...

Balanee at close of period . . Bt ity T A B Al 4y U S
If additions, except aequisitions through foreclosure, represent. other than cash expenditures, explain. If any of the changes during the period result from transactions, directly
or indirectly with affiliates, explain the basis of such transactions and state the amounts involyed.

A similar reconciliation shall be furnished for the accumulated depreciation.

#1f any item of real estate investments has been written down or reserved against, describe the item and explain the basis for the writodown or reserve,

¢ State in a note to col. E the aggregate cost for Federal income tax Urposes.

¥ The amount of all intercompany profits included in the total of col. K shall he stated if material,

§ 210.12-43 Mortgage loans on real estate.!
[For certain real estate companies]

Column A Column B Column C Column D Column E Column ¥ Column G Column H
Principal amount of
Description 29 ¢ listorest rate Final moturity dale  Periodic payment Prior liens Face amount of  Carryiug amount of Joans subject to
tarms ¢ of mortgages ¥ mortgages 38785  delinguent principal

or interest ¥

! All money columns shall be totaled.

2 The required information js to be given for each individuaul mortgage loan which exceeds 3 percent of the total of col. G.

# If the portfolio inchudes large numbers of mortgages most of which sre less than 3 percent of eol, G, the mortgages not reguired to be reported separately should be grouped
by classifications that will indicate the dispersion of the portfolio; i.e., for a portfolio of morfgages on xh&})o—mnﬂly residential housing. The description should also inelude number
of loans by original loan amounts (e.g., over $100,000, $50,000 to $99,900, $20,000 to $49,000, under $20,000) and type loan (e.g., VA, FHA, conventional), Interest rates and ma-
furity dates may be stated in terms of ranges. Data required by cols. D, E, and ¥ may be omitted for morigages not m({uired 1o be reported Individually.

¢ Loans should be grouped by categories; o.g., st mortgage, 2d mortgage, construction loans, ete., and for each loan the type of property; e.¢., shopping eenter, high-rise
apartments, eto,, and its geographic location should be stated.

* State whether principal and fnterest is payable st level amount over life to malurity or atl varying amounts over life to maturity. State amount of balloon payment at ma-
turity, if any. Also stale prepayment penalty terms, if any. -

¢ In & note to this schedule, furnish a reconciliation, in the foliowing form, of the carrying amount of mortgage loans at the beginning of each period for which income state-
ments are required, with the total amount shown in eol. G:

Balance at beginning of period. . _ .. Shasirga i S L

Additions during period:
Now miortgage loans._ ... - dJE 3
Other (deseribe) ... -

Deduetions during period:
Collections of principal
Farecisurek: - Lt o
Cost of mortgages sold
Amortization of premium. . ____ . PR e e e s
Other (Ganirihe) ol oot ta T s ro e S

Balance at closeofperiod ... ... .. ...
If additions represent other thun cash expenditures, explain. If any of the changes during the period result from transactions, directly or indirectly with affiliates, expluin the bases
of such transsctions, and the amounts involved, State the aggregate mortgages (a) renewed and (b) exteuded. If the carrying smount of new mortgages is in excess of the un-
pald amount of the extended mortgagos, explain,

T If any item of mortgage loans on real estate investments has been written down or reserved against, describe the ftem and explain the basis for the wrifedown or reserve.

# State in a note to Col. G the aggregate cost for Federal income tax purposes.

! The amount of all intercompany profits in the total of col, (G shall be stated, if material,

¥ (a) Interest In arrears for less than 8 months may be disregarded in computing the total amount of principal subject to delinquent interest. (b) Of the total principal amount
state the amount acquired from controlled and other affillates.

[FR Doc.72-11139 Filed 7-20-72;8:45 am]
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| Release No. 34-9658]

PART 240—GENERAL RULES AND
REGULATIONS, SECURITIES EX-
CHANGE ACT OF 1934

PART 249—FORMS, SECURITIES
EXCHANGE ACT OF 1934

Reports To Be Made by Certain Ex-
change Members, Brokers, and
Dealers and Related Audit Re-
quirements of Form X-17A-5

The Securities and Exchange Commis-
sion today announced the adoption of
rule amendments fo require broker-
dealer firms to report to customers their
financial condition. The need for such
requirements became apparent with the
operation and back office crisis of 1968,
the bear market that followed and the
subsequent failure of numerous broker-
dealers who held public funds and securi-
ties.! This action amends paragraphs (a),
(b, and (¢) and adopts paragraphs (k),
1, (m), ), and (o) of Rule 17a-5,
(17 CFR 240.17a-5) and amends the
Audit Requirements of Form X-17TA-5
(17 CFR 240.617).

The amendments require the sending
directly to the customer of a broker-
dealer certain information which the
Commission feels essential for a customer
to have in order to judge whether his
broker-dealer is financially sound and
able to efficiently and safely handle his
securities transactions, moneys, and
securities.

The rule will also require, that a com-
plete set of financial statements be fur-
nished to the Commission in addition
to Form X-17A-5.°

On December 3, 1971, in Securities EX-
change Act Release No. 9404, and in the
FepERAL REGISTER for December 30, 1971,
at 36 F.R. 25236, the Commission pub-
lished the proposed rule and amendments
for comment. The Commission has con-
sidered the comments and suggestions
received and has adopted the amend-
ments as set forth below.

Paragraph (k) of the rule requires
broker-dealers to file with the Commis~
sion annually, in addition to Form X-
17A-5, a complete set of unconsolidated
financial statements which shall be gov-
erned as to form and content by Regu-
lation S-X (17 CFR Part 210). These
statements shall be filed on a confiden-

tial basis. Paragraph (k) (2) of the rule
generally exempts those broker-dealers
who normally do not hold customers’
funds and securities or who are engaged
solely in the sale of mutual funds or
variable annuity contracts.

1 See the Commission’s “Study of Unsafe
and Unsound Practices of Brokers and
Dealers’” House Doc, 92-231, 92d Congress, 1st
sess. (1971), Notice of Submission to Con=
gress in the FeperAL REGISTER for Jan. 13,
1972, at 37 F.R. 559.

“The Commission has examined the ques-
tion of whether reports submitted pursuant
to paragraphs (k) or (1) of the rule should
be treated as confidential, The Commission
is satisfled that it may and should treat
those reports as confidential.

RULES AND REGULATIONS

In connection with those amendments
which now require filing of audited in-
come data with the Commission, subdivi-
sion (ii) of paragraph (a)(2) and sub-
division (i) of paragraph (c) (1) have
been amended to extend to sixty (60)
days from the date of the financial state-
ments, the time for filing Form X-1T7A~-
5.
Paragraph (b) (3) and the related audit
requirements of Form X-17A-5 have
been amended to make the accountant’s
letter commenting upon a material in-
adequacy in the firm’s internal control
a public document.

Paragraph (1) of the rule has been
adopted to provide an alternative method
of reporting for publicly owned broker-
dealers and other firms who prepare gen-
eral purpose certified financial state-
ments on an annual basis.

New paragraph (m) of the rule re-
guires that every broker or dealer who
is not exempted by paragraph (K)(2)
of the rule shall send to its customers
at the same time as it files the informa-
tion required by paragraph (k) with the
Commission:

(1) An unconsolidated balance sheet
with appropriate notes including infor-
mation with regard to the broker or
dealer’s subordinated capitalization;

(2) A statement indicating the amount
of the firm's net capital and its re-
quired net capital computed in accord-
ance with the capital rule applicable to
it and an explanation thereof; *®

(3) A statement as to whether any
material inadequacies in the firm’s in-
ternal control were found to exist by
its accountants;

(4) A statement indicating that Part
I of the most recent annual report on
Form X-17A-5 of the broker or dealer
is available for examination and copy-
ing at the principal office of the mem-
ber, broker, or dealer and at the
Commission *

Paragraph (n) of the rule requires the
broker or dealer to send to customers
quarterly an uncertified balance sheet
and a statement of the firm's net capital
and required net capital computed in ac-
cordance with the net capital rule to
which it is subject.

Paragraph (o) defines customer to in-
clude any person, including a customer
of an introducing or forwarding broker
or dealer for or with whom the broker-
dealer has executed a transaction or for
whom he holds or owes money or secu-
rities for the month or the month fol-
lowing which the report is sent. This def-
inition is intended to permit a broker
or dealer to include the reports required
by this rule in the mailing of customer
statements.

Comanission action. The Commission
acting pursuant to the provisions of the
Securities Exchange Act of 1934 and par-
ticularly sections 10(b); 15(¢c) (1), (2),

& For some guidance regarding an explana-
tion of net capital, see Securities Act of
1933 Release No, 5222, Jan. 3, 1972, Appen-~
dix A.

«In this connection, paragraph (a)(2) of
Rule 17a-5 has been adopted to provide
for the availability of the form at the prin-
cipal office of the broker-dealer.
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and (3); 17(a); and 23(a) thereof, and
deeming such action necessary in the
public interest, for the protection of in-
vestors, and for the execution of its func-
tions, hereby amends § 240.17a-5 of Part
240 of Chapter II of Title 17 of the Code
of Federal Regulations by amending
paragraphs (a), (b)(3), and (e) (1)
thereof and adding new paragraphs (k)
through (o) inclusive thereto, and also
amends § 249.617 of Part 249 of said
Chapter II, as follows:

1. Subdivision (ii) of paragraph
(a) (2) of § 240.17a-5 is hereby amended
and the last sentence in paragraph
(a)(2) is hereby deleted; and as SO
amended paragraph (a) (2) shall read as
set forth below.

9. A new paragraph (a)(3) is hereby
adopted as set forth below.

3. The first sentence of paragraph
(b) (3) of § 240.17a-5 is hereby amended
as set forth below.

4. Subdivision (i) of paragraph(c) (1)
of § 240.17a-5 is hereby amended as set
forth below.

5. Paragraph (k) through (0)
added as set forth below.

§ 240.17a=5 Reporis 1o be made by cer-
tain exchange members, brokers and
dealers.

(a) * 88

(2) * * *

(ii) Such reports shall be filed not
more than sixty (60) days after the date
of the report of financial condition; and

(iii) Reports for any 2 consecutive
years shall not be as of dates within 4
months of each other.

(3) The reports provided for in this
section shall be filed in duplicate origi-
nal with the Regional Office of the Com-
mission for the region in which the
member, broker, or dealer has his or
its principal place of business and except
as provided for in paragraph (b) (3) of
this section shall be available for exam-
ination at the principal office of the
member, broker, or dealer,

) ¥

(3) If the schedules furnished pur-
suant to the requirements of items (a),
(b), and (¢) of Part IT of Form X-17A-5
(§ 249.617 of this chapter) are bound
separately from the balance of the re-
port, they shall be deemed confidential,
except that they shall be available for
official use by any official or employee of
the United States or any State, by na-
tional securities exchanges and national
securities associations of which the per-
son filing such report is a member, and
by any other person to whom the Com-
mission authorizes disclosure of such in-
formation as being in the public inter-
est. e e

(Y1)

(i) The copy so included reflects his
financial condition as of a date not more
than sixty (60) days prior to the filing
thereof with the Commission; and * * *.

- - - L *

(k) (1) Additional statements to be
furnished to the Commission. Except for
a broker or dealer who comes within sub-
paragraph (2) of this paragraph, a mem-
ber, broker, or dealer shall, not more than

are
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thirty (30) days after the report required
by paragraph (a) (1) of this section is re-
quired to be filed, or, in the event of an
extension granted under paragraph (d)
of this section, not more than 100 days
after the date of the financial state-
ments, file with the Regional Officé of the
Commisgion for the region in which he
has his principal place of business two
(2) copies of the statements specified in
subparagraph (3) of this paragraph
which shall be deemed confidential.

(2) The requirements of subpara-
graph (1) of this paragraph shall not
apply to a broker or dealer: (i) Who is
exempt from § 240.15¢3-1 under the pro-
visions of paragraph (b) (3) of this sec~
tion, or (ii) who meets the conditions for
the lowest minimum capital requirement
set forth in paragraph (a) of § 240.15¢3—
1, or (iii) who, as introducing member,
broker, or dealer forwards all of the
transactions of his customers to a clear-
ing member, broker, or dealer on a fully
disclosed basis: Provided, That such
clearing member, broker, or dealer re-
flects such transactions on its books and
records in accounts it carries in the
names of such customers and that the in-
troducing member, broker, or dealer does
not hold funds or securities for, or owe
funds or securities to, customers other
than funds and securities promptly
transmitted to the clearing member,
broker, or dealer or customer, or (iv) who
is exempt from § 240.17a-13 under the
provisions of paragraph (a) of this
section.

(3) The statements to be furnished
the Commission in accordance with sub-
paragraph (1) of this paragraph are as
follows: A balance sheet based on the re-
port of financial condition required by
paragraph (a) (1) of this section; a
statement of income, a statement of
source and application of funds, a state-
ment of changes in subordinated ac-
counts, and a statement of changes in
sole proprietors’ capital or the aggregate
of partners’ capital accounts or each
component of corporate stockholders’
equity for the period since the date of
the immediately preceding report filed
pursuant to this section. The report of a
newly registered member, broker, or
dealer shall cover the period since the
date of the statement of financial con-
dition included in the application for
registration on Form BD (§ 249.501 of
this chapter) unless such newly regis-
tered member, broker, or dealer is suc-
ceeding to and continuing the business
of another member, broker, or dealer, in
which event the report shall cover the
period since the date of the immediately
preceding report filed pursuant to this
section by the predecessor member,
broker, or dealer. The statements re-
quired by this paragraph shall be gov-
erned as to form and content by Regula-
tion S-X (Part 210 of this chapter) and
shall be certified by a certified public ac-
countant or public accountant who shall

FEDERAL
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be in fact independent, unless the mem-
ber, broker, or dealer meets the require-
ments for exemption from certification
in paragraph (b) of this section.

(1) If within 90 days after the close of
its calendar or fiscal year a member,
broker, or dealer files with the Commis-
sion certified unconsolidated financial
statements which are equivalent to those
required by paragraph (k) (3) of this sec-
tion, then such statements may be used
in lieu of the statements required in
paragraph (k) of this section.

(m) Statements to be furnished cus-
tomers: Every member, broker, or dealer
who is subject to paragraph (k) or (1) of
this section shall send to its customers
(as defined in paragraph (o) of this sec-
tion) the following information at the
same time as it files with the Commission
the information required by paragraph
(k) of this section:

(1) An unconsolidated balance sheet
with appropriate notes including but not
limited to the nature, amounts, and ma-
turities of subordinated capitalization
which shall be certified if the financial
statements furnished in accordance with
paragraph (k) (3) of this section are re-
quired to be certified.

(2) A statement indicating the amount
of the firm's net capital and its re-
quired net capital, computed in ac-
cordance with § 240.15¢3-1 or the net
capital rule of the national securities
exchange to which the member, broker,
or dealer is subject, with an explana-
tion thereof;

(3) If in connection with the most re-
cent report on Form X-17A-5 (§ 249.617
of this chapter) the independent ac-
countant commented on any material in-
adequacies found to exist in the ac-
counting system, the internal accounting
control, procedures for safeguarding se-
curities or the procedures followed in
complying with § 240.17a-13 there shall
be a statement by the member, broker,
or dealer that a copy of such report and
comments is currently available for the
customer’s inspection at his or its prin-
cipal office and at the principal office
of the Commission in Washington, D.C,,
and the regional office of the Commis-
sion in which the member, broker, or
dealer has his or its principal place of
business;

(4) A statement indicating that Part I
of the most recent annual report of
the member, broker, or dealer on Form
X-17A-5 (§249.617 of this chapter) is
available for examination and copying
at the principal office of the member,
broker, or dealer, and at the regional
office of the Commission for the re-
gion in which the member, broker, or
dealer has his or its principal place of
business.

(n) Every member, broker, or dealer
who is subject to paragraphs (k), 1),
and (m) of this section shall furnish to
his customers (as defined in paragraph
(0) of this section) and shall file with

the Commission and with the nationa]
securities exchange and the national se-
curities association of which he is a mem-
ber not later than 40 days after the
end of each calendar quarter, fiscal
quarter, or quarter for which the mem-
ber, broker, or dealer is required to file
substantially equivalent information
with the national securities exchange or
national securifies association of which
he or it is a member, the information
specified in paragraphs (m) (1) and (2)
of this section, except that such quar-
terly information shall not be required to
be certified. If the annual report sent to
customers is as of the end of any quar-
ter, no quarterly report need be sent
for such quarter.

(0) For purpeses of paragraphs (m)
and (n) of this section the term custom-
er includes any person (other than an-
other member, broker, or dealer, but
including a person who is a customer
of an introducing member, broker, or
dealer who is exempted by subdivision
(iii) of paragraph (k)(2) of this sec-
tion) for or with whom a broker-dealer
has effected a securities transaction in a
particular month, which month shall be
either the month of the balance sheet
date or the month following the bal-
ance sheet date and in addition, any
person for whom the member, broker,
or dealer holds securities for safekeep-
ing or as collateral or for whom the
member, broker, or dealer carries a free
credit balance in the month in which
customers are determined for purposes
of this section.

§249.617 [Amended]

The audit requirements of Form
X-17A-5 are hereby amended by delet-
ing the last sentence in the first para-
graph therein that reads as follows:
“These comments may be submitted in
& supplementary -certificate and filed
pursuant to §240.17a-5(b) (3) of this
chapter.”

The effective date of those amend-

ments which require reports to be sent
to customers shall be September 30,
1972, Paragraph (k) which requires ad-
ditional reports to be filed with the
Commission annually and those amend-
ments to paragraphs (a) (1) and (e) (1)
which extend the time for filing Form
X-17A-5 reports shall become effective
for calendar and fiscal years ending on
or after December 31, 1972.
(Secs. 10(b), 15(e) (1), 15(c) (2), 15(c)(3).
17(a), 23(a), 48 Stat. 891, 895, 897, 901, secs.
8, 4, 8, 49 Stat. 1377, 1379, secs, 2, 5, 52 Stat.
1075, 1076, sec. 7(d), 84 Stat. 1663; 15 U.S.C.
78J(b), 7800(c) (1), 78o(e)(2), T8o(c)(3),
78q(a), 78w(a))

By the Commission.

[SEAL] Rownarp F. HUNT,
Secretary.
June 30, 1972.

[FR Doc¢.72-11244 Filed 7-20-72;8:47 am]
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Proposed Rule Making

DEPARTMENT OF THE INTERIOR

Office of the Secretary
[ 43 CFR Paris 4, 17a

NONDISCRIMINATION IN
FEDERALLY-ASSISTED PROGRAMS

Proposed Practice and Procedure for
Hearings, Decisions, and Adminis-
trative Review

Notice is hereby given that, under the
authority cited in the proposed regula-
tions set forth below, it is proposed (1)
to revise the regulations appearing in
Part 17a of Title 43 of the Code of Fed-
eral Regulations for purposes of effect-
ing clarifications and adapting the regu-
lations to proposed amendments to Part
17 of this title, published December 9,
1971 (37 F.R. 23491-23494), pursuant to
recommendations of an interagency
committee for uniform title VI regula-
tions to effectuate the provisions of title
VI of the Civil Rights Act of 1964, and
(2) to redesignate the revised regulations
and incorporate them into the Depart-
ment Hearings and Appeals Procedures,
contained in 43 CFR Part 4, as Subpart
I thereof. Thus Part 17a will be vacated.

The proposed regulations reflect the
authority delegated by the Secretary of
the Interior to the Director, Office for
Equal Opportunity, Department of the
Interior, to initiate the formal adminis-
trative proceedings under Part 17, by
the service of a notice of hearing or op-
portunity for hearing upon the parties
concerned, and the authority delegated
by the Secretary to the Director, Office
of Hearings and Appeals, Office of the
Secretary, and to hearing examiners of
the Hearings Division of the Office of
Hearings and Appeals, to issue decisions
fqr the Department after full opportu-
nity for hearing before such hearing
examiners,
~ As Subpart I of the Department Hear-
ings and Appeals Procedures, the pro-
posed regulations will provide also that,
to the extent they are not inconsistent
with the rules in Subpart I, the general
rules applicable to all types of proceed-
ings before the Hearings Division and
the several Appeals Boards of the Office
O.I Hearings and Appeals, contained in
Subpart B of Part 4, will be applicable to
proceedings under these proposed regu-
lations.

Interested persons are invited to sub-
mit written comments, suggestions or ob-
jections with respect to the proposed
regulations to the Director, Office of
Hearings and Appeals, Attention: Spe-
cial Assistant to the Director (Regula-
tions), 4015 Wilson Boulevard, Arling-
ton, VA 22203, within 30 days from the

date of publication of this notice in the
FEDERAL REGISTER.

Dated: July 14, 1972,

CHARLES G. EMLEY,
Deputy Assistant Secretary
of the Interior.

Subpart |—Special Procedural Rules Applicable
to Practice and Procedure for Hearings, Deci-
sions, and Administrative Review Under Part
17 of this Title—Nondiscrimination in Fed-
erally Assisted Programs of the Department of
the Interior—Effectuation of Title VI of the
Civil Rights Act of 1964

GENERAL
Sec.
4.800
4.801
4.802
4.803
4.804
4805

DESIGNATION AND RESPONSIBILITIES OF HEAR-
ING EXAMINER

Designation.
Authority and responsibilities.

Scope and construction of rules,
Suspension of rules.

Definitions.

Computation of time,

Extensions of time.

Reduction of time to file documents,

4.806
4.807

APPEARANCE AND PRACTICE
4.808
4809

4810
4811

Participation by a party.

Determination of parties.

Complainants not parties.

Determination and participation of
amici,

ForM AND FILING OF DOCUMENTS

Form.
Filing and service.
Certificate of service,

4812
4813
4814

PROCEDURES

How proceedings are commenced.

Notice of hearing and response
thereto.

Notice of opportunity to request a
hearing and response thereto.

Answer,

Amendment of notice or answer,

Consolidated or joint hearings.

Motions.

Disposition of motions.

Interlocutory appeals.

Exhibits.

Admisslons as to facts and documents.

Discovery.

Depositions.

Use of depositions at hearing.

Interrogatories to parties.

Production of documents and things
and entry upon land for inspection
and other purposes,

Sanctions.

Ex parte communications.

PREHEARING
Prehearing conferences.

4815
4.816

4817

4.818
4819
4.820
4.821
4,822
4.823
4824
4.825
4.826
4.827
4.828
4.829
4.830

4.831
4.832

4.833

HEARING
4834
4.835
4.836
4.837
4.838
4839
4.840
4841

Purpose.
Evidence.

Official notice.
Testimony.
Objections.
Exceptions.

Offer of proof.
Official transcript.

POSTHEARING PROCEDURES
Sec,
4.842 Proposed findings of fact and con-
clusions of law.
Record for decision.
4844 Notification of right to file exceptions.
4845 Finalreview by Secretary.

AvutHorITY: The provisions of this Sub-
part I issued under 43 CFR 17.8 and 5 USC,
301.

Cross REFERENCE: See Subpart A for the
organization, authority and jurisdiction of
the Office of Hearings and Appeals, including
its Hearings Division. To the extent they are
not inconsistent with these special rules, the
general rules applicable to all types of pro-
ceedings before the Hearings Division and
the several Appeals Boards of the Office of
Hearings and Appeals, contained in Subpart
B of this part, are applicable also to proceed-
ings under these regulations.

4.843

Subpart 1—Special Procedural Rules
Applicable To Practice and Proce-
dure for Hearings, Decisions, and
Administrative Review Under Part
17 of This Tile—Nondiscrimination
in Federally Assisted Programs of
the Department of the Interior Ef-
fectuation of Title VI of the Civil
Rights Act of 1964

GENERAL
§ 4.800 Scope and construction of rules.

(a) The rules of procedure in this
Subpart I supplement Part 17 of this
title and are applicable to the practice
and procedure for hearings, decisions,
and administrative review conducted by
the Department of the Interior, pursu-
ant to title VI of the Civil Rights Act
of 1964 (section 602, 42 U.S.C. 2000d-1)
and Part 17 of this title, concerning non-
discrimination in federally assisted pro-
grams in connection with which Federal
financial assistance is extended under
laws administered in whole or in part by
the Department of the Interior.

(b) These regulations shall be liber-
ally construed to secure the just, prompt,
and inexpensive determination of all
proceedings consistent with adequate
consideration of the issues involved and
full protection of the rights of all inter-
ested parties including the Government.
§ 4.801

Upon notice to all parties, the respon-
sible Department official or the hearing
examiner, with respect to matters pend-
ing before him, may modify or waive
any rule in this part upon his determina-
tion that no party will be unduly prej-
udiced and the ends of justice will
thereby be served,

§ 4.802 Definitions,

(a) The definitions set forth In
§17.12 of this title apply also to this
subpart.

Suspension of rules.
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(b) “Director” means the Director,
Office for Equal Opportunity, Depart-
ment of the Interior,

(¢c) “Hearing examiner” means a hear-
ing examiner designated by the Office of
Hearings and Appeals, Office of the Sec-
retary, in accordance with 5 U.S.C. secs.
3105 and 3344.

(d) “Notice” means a notice of hear-
ing in a proceeding instituted under
Part 17 of this title and these regula-
tions.

(e) “Party” means a recipient or ap-
plicant; the Director; and any person or
organization participating in a proceed-
ing pursuant to § 4.808.

§ 4.803 Computation of time.

Except as otherwise provided by law,
in computing any period of time under
these rules or in an order issued here-
under, the time begins with the day fol-
Jowing the act or event, and includes
the last day of the period, unless it is
a Saturday, Sunday, or Federal legal
holiday, or other nonbusiness day, in
which event it includes the next follow-
ing day which is not a Saturday, Sunday,
Federal legal holiday, or other nonbus-
iness day. When the period of time pre-
scribed or allowed is 7 days or less, in-
termediate Saturdays, Sundays, Federal
legal holidays and other nonbusiness
days shall be excluded in the computa-
tion.

§ 4.804 Extensions of time.

A request for extension of time should
be made to the designated hearing ex-
aminer or other appropriate departmen-
tal official with respect to matters pend-
ing before him. Such request shall be
served on all parties and set forth the
reasons for the request, Extensions may
be granted upon a showing of good cause
by the applicant. Answers to such re-
quests are permitted if made promptly.

§ 4805 Reduction of time to file docu-
ments,

For good cause, the responsible de-
partmental official or the hearing ex-
aminer, with respect to matters pend-
ing before him, may reduce any time
limit prescribed by the rules in this part,
except as provided by law or in Part 17
of this title.

DESIGNATION AND RESPONSIBILITIES OF
HEARING EXAMINER

§ 4.806 Designation.

Hearings shall be held before a hear-
ing examiner designated by the Chief
Hearing Examiner, Hearings Division,
Office of Hearings and Appeals.

§ 4807 Authority and responsibilities.

The hearing examiner shall have all
powers necessary to preside over the
parties and the proceedings, conduct the
hearing, and make decisions in accord-
ance with 5 U.S.C. secs. 554-557. His
powers shall include, but not be limited
to, the power to:

(a) Hold conferences to settle, sim-
plify, or fix the issues in a proceeding, or
to consider other matters that may aid
in the expeditious disposition of the
proceeding,

PROPOSED RULE MAKING

(b) Require parties to state their po-
sition with respect to the various issues
in the p: 4

(¢) Establish rules for media coverage
of the proceedings.

(d) Rule on motions and other proce-
dural items in matters before him.

(e) Regulate the course of the hear-
ing, the conduct of counsel, parties, wit-
nesses, and other participants.

(f) Administer oaths, call witnesses on
his own motion, examine witnesses, and
direct witnesses to testify.

(g) Receive, rule on, exclude, or limit
evidence,

(h) Fix time limits for submission of
written documents in matters hefore him.

(i) Take any action authorized by
these regulations, by 5 U.S.C. sec. 556,
or by other pertinent law.

APPEARANCE AND PRACTICE
§4.808 Participation by a party.

Subject to the provisions contained in
Part 1 of this subtitle, a party may ap-
pear in person, by representative, or by
counsel, and participate fully in any pro-
ceeding held pursuant to Part 17 of this
title and these regulations. A State
agency or any instrumentality thereof,
a political subdivision of the State or
instrumentality thereof, or a corporation
may appear by any of its officers or em-
ployees duly authorized to appear on its
behalf.

§ 4.809 Determination of parties.

(a) The affected applicant or recipient
to whom a notice of hearing or a notice
of an opportunity for hearing has been
mailed in accordance with Part 17 of this
title and § 4.815, and the Director, are
the initial parties to the proceeding.

(b) Other persons or organizations
shall have the right to participate as par-
ties if the final decision could directly and
adversely affect them or the class they
represent, and if they may contribute
materially to the disposition of the pro-
ceedings.

(¢) Any person or organization wish-
ing to participate as a party under this
section shall submit a petition to the
hearing examiner within 15 days after
the notice has been served. The petition
should be filed with the hearing exam-
iner and served on the affected applicant
or recipient, on the Director, and on any
other person or organization who has
been made a party at the time of filing.
Such petition shall concisely state: (1)
Petitioner’s interest in the proceeding,
(2) how his participation as a party will
contribute ‘materially to the disposition
of the proceeding, (3) who will appear
for petitioner, (4) the issues on which
petitioner wishes to participate, and (5)
whether petitioner intends to present
witnesses.

(d) The hearing examiner shall
promptly ascertain whether there are ob-
jections to the petition. He shall then
determine whether petitioners have the
requisite interest to be a party in the
proceedings, as defined in paragraphs (a)
and (b) of this section, and shall permit
or deny participation accordingly. Where
petitions to participate as parties are
made by individuals or groups with com-

mon interests, the hearing examiner may
request all such petitioners to designate a
single representative, or he may recog-
nize one or more of such petitioners fo
represent all such petitioners. The hear-
ing examiner shall give each such peti-
tioner written notice of the decision on
his petition. If the petition is denied, he
shall briefly state the grounds for denial
and shall then treat the petition as a
request for participation as amicus
curiae. The hearing examiner shall give
written notice to each party of each peti-
tion granted.

(e) Persons or organizations whose
petition for party participation is denied
may appeal the decision to the Director,
Office of Hearings and Appeals, within 7
days of receipt of denial. The Director,
Office of Hearings and Appeals, will make
the final decision for the Department to
grant or deny the petition.

§ 4.81€ Complainants not parties.

A person submitting a complaint pur-
suant to § 17.6 of this title is not a party
to the proceedings governed by Part 17
of this title and these regulations, but
may petition, after proceedings are
initiated, to become an amicus curize. In
any event a complainant shall be advised
of the time and place of the hearing.

§4.811 Determination and participa-
tion of amiei.

(a) Any interested person or organiza-
tion wishing to participate as amicus
curiae in the proceeding shall file s peti-
tion before the commencement of the
hearing. Such petition shall coneisely
state the petitioner's interest in the hear-
ing and who will represent; petitioner.

(b) The hearing examiner will grant
the petition if he finds that the peti-
tioner has an interest in the proceedings
and may eontribute materially to the
disposition of the proceedings, The hear-
ing examiner shall give the petitioner
written notice of the decision on his
petition.

(¢) An amicus curiae is not a party
and may not introduce evidence at a
hearing but may only participate as pro-
vided in paragraph (d) of this section.

(d) An amicus curiae may submit a
written statement of position to the hear-
ing examiner at any time prior to the
beginning of a hearing, and shall serve a
copy on each party. He may also file a
brief or written statement on each oc-
casion a decision is to be made or a prior
decision is subject to review. His brief or
written statement shall be filed and
served on each party within the time
limits applicable to the party whose posi-
tion he deems himself to support: or if
he does not deem himself to support the
position of any party, within the longest
time limit applicable to any party at that
particular stage of the proceedings.

(e) When all parties have completed
their initial examination of a witness, any
amicus curiae may request the hearing
examiner to propound specific questions
to the witness. The hearing examiner, in
his discretion, may grant any such re-
quest if he believes the proposed addi-
tional testimony may assist materially
in elucidating factual matters at issue
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between the parties and will not expand
the issues.

Form AND FILING OF DOCUMENTS
§4.812 Form.

Documents filed pursuant to a pro-
ceeding herein shall show the docket
description and title of the proceeding,
the party or amicus submitting the doc-
ument, the date signed, and the title,
if any, and address of the signatory. The
original will be signed in ink by the party
representing the party or amicus. Copies
need not be signed, but the name of the
person signing the original shall be re-
produced.

§4.813 Filing and service,

(a) All documents submitted in & pro-
ceeding shall be served on all parties.
The original and two copies of each doc-
ument shall be submitted for filing.
Filings shall be made with the hearing
examiner or other appropriate depart-
mental ofcial before whom the pro-
ceeding is pending. With respect to ex-
hibits and transcripts of testimony, only
originals need be filed. y

(b) Service upon a party or amicus
shall be made by delivering one copy of
each document requiring service in per-
son or by certified mail, return receipt
requested, properly addressed with post-
age prepaid, to the party or amicus or his
attorney, or designated representative.
Filing will be made in person or by cer-
tified mail, return receipt requested, to
the hearing examiner or other appropri-
ate departmental official before whom the
proceeding is pending.

(¢) The date of filing or of service
shall be the day when the matter is de-
posited in the U.S. mail or is delivered in
person.,

£4.814 Certificate of service.

The original of every document filed
and required to be served upon parties
shall be endorsed with a certificate of
service signed by the party or amicus
curise making service or by his attorney
or representative, stating that such serv-
ice has been made, the date of service,
and the manner of service.

PROCEDURES

§1.815 How proceedings
menced.

Proceedings are commenced by the Di-
rector by mailing to an applicant or re-
cipient a notice of alleged noncompliance
with the Act and the regulations there-
under. The notice shall include either a
notice of hearing fixing a date therefor
or a notice of an opportunity for a hear-
ing as provided in § 17.8 of this title. The
notice shall advise the applicant or re-
cipient of the action proposed to be taken,
the specific provisions of Part 17 of this
title under which the proposed action is
to be taken, and the matters of fact or
law asserted as the basis of the action.

§4.816 Notice of hearing and response
thereto.

A notice of hearing shall fix a date not

less than 30 days from the date of service

of the notice of a hearing on matters

are com-~
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alleged in the notice. If the applicant or
recipient does not desire a hearing, he
should so state in writing, in which case
the applicant or recipient shall have the
right to further participate in the pro-
ceeding. Failure to appear at the time
set for a hearing, without good cause,
shall be deemed a waiver of the right to
a hearing under section 602 of the Act
and the regulations thereunder and con-
sent to the making of a decision on such
information as is available which may
be presented for the record.

£ 4.817 Notice of opportunity 1o request
a hearing and response thereto.

A notice of opportunity to request a
hearing shall set a date not less than 20
days from service of said notice within
which the applicant or recipient may file
a request for a hearing, or may waive a
hearing and submit written information
and argument for the record, in which
case, the applicant or recipient shall have
the right to further participate in the
proceeding. When the applicant or re-
cipient elects to file a request for a hear-
ing, a time shall be set for the hearing
at a date not less than 20 days from the
date applicant or recipient is notified of
the date set for the hearing. Failure of
the applicant or recipient to request a
hearing or to appear at the date set shall
be deemed a waiver of the right to a
hearing, under section 602 of the Act and
the regulations thereunder and consent
to the making of a decision on such in-
formation as is available which may be
presented for the record.

§4.818 Answer.

In any case covered by §4.816 or
§ 4.817, the applicant or recipient shall
file an answer. Said answer shall admit
or deny each allegation of the nofice,
unless the applicant or recipient is with-
out knowledge, in which case the answer
shall so state, and the statement will be
considered a denial. Failure to file an
answer shall be deemed an admission of
all allegations of fact in the notice. Alle-
gations of fact in the notice not denied
or controverted by answer shall be
deemed admitted, Matters alleged in the
answer as affirmative defenses shall be
separately stated and numbered. The
answer under § 4.816 shall be filed within
20 days from the date of service of the
notice of hearing. The answer under
§ 4,817 shall be filed within 20 days of
service of the notice of opportunity to
request a hearing.

§4.819 Amendment of
answer.

notice  or

The Director may amend the notice
of hearing or opportunity for hearing
once as a matter of course before an
answer is filed, and each respondent may
amend his answer once as a matter of
course not later than 10 days before the
date fixed for hearing but in no event
later than 20 days from the date of serv-
jce of his original answer. Other amend-
ments of the notice or of the answer to
the notice shall be made only by leave
of the hearing examiner. An amended
notice shall be answered within 10 days
of its service, or within the time for filing
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an answer to the original notice, which-
ever period is longer.

§ 4.820 Consolidated or joint hearings.

As provided in § 17.8(e) of this title,
the Secretary may provide for proceed-
ings in the Department to be joined or
consolidated for hearing with proceed-
ings in other Federal departments or
agencies, by agreement with such other
departments or agencies. All parties to
any proceedings consolidated subse-
quently to service of the notice of hear~
ing or opportunity for hearing shall be
promptly served with notice of such
consolidation.

§ 4.821 Motions.

Motions and petitions shall state the
relief sought, the basis for relief
and the authority relied upon. If
made before or after the hearing itself,
these matters shall be in writing, If
made at the hearing, they may be stated
orally: but the hearing examiner may
require that they be reduced to writing
and filed and served on all parties.
Within 8 days after a written motion or
petition is served, any party may file a
response to a motion or petition. An im-
mediate oral response may be made to
an oral motion, Oral argument on mo-
tions will be at the discretion of the hear-
ing examiner.

§ 4.822

The hearing examiner may not grant. a
written motion or petition prior to ex-
piration of the time for filing responses
thereto, but may overrule or deny such
motion or petition without awaiting re-
sponse: Provided, however, That pre-
hearing conferences, hearings, and deci-
sions need not be delayed pending
disposition of motions or petitions. Oral
motions and petitions may be ruled on
immediately.

§ 4.823 Interlocntory appeals.

Except as provided in § 4.809(e), a
ruling of the hearing examiner may
not be appealed to the Director, Office
of Hearings and Appeals, prior to con-
sideration of the entire proceeding by
the hearing examiner unless permission
is first obtained from the Director,
Office of Hearings and Appeals, and the
examiner has certified the interlocutory
ruling on the record or abused his
discretion in refusing a reguest to so
certify. Permission will not be granted
except upon a showing that the ruling
complained of involves a controlling
question of law and that an immediate
appeal therefrom may materially ad-
vance the final decision. An inter-
locutory appeal shall not operate to
suspend the hearing unless otherwise
ordered by the Director, Office of Hear-
ings and Appeals. If an appeal is
allowed. any party may file a brief
within such period as the Director,
Office of Hearings and Appeals, directs.
Upon affirmance, reversal, or modifica-
tion of the examiner’s interlocutory
ruling or order, by the Director, Office
of Hearings and Appeals, the case will
be remanded promptly to the examiner

for further proceedings.

Disposition of motions.
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§ 4.824 Exhibits.

Proposed exhibits shall be exchanged
at the prehearing conference, or other-
wise prior to the hearing, if the hear-
ing examiner so directs. Proposed ex-
hibits not so exchanged in accordance
with the hearing examiner's order may
be denied admission as evidence. The
authenticity of all exhibits submitted
prior to the hearing, under direction of
the hearing examiner, will be deemed
admitted unless written objection there-
to is filed and served on all parties, or
unless good cause is shown for failure
to file such written objection.

§ 4.825 Admissions as
documents,

Not later than 15 days prior to the
date of the hearing any party may
serve upon an opposing party a written
request for the admission of the
genuineness and authenticity of any
relevant documents described in, and
exhibited with, the request, or for the
admission of the truth of any relevant
matters of fact stated in the request.
Each of the matters as to which an
admission is requested shall be deemed
admitted, unless within a period of 10
days, the party to whom the request
is directed serves upon the requesting
party a statement either (a) denying
specifically the matters as to which an
admission is requested, or (b) setting
forth in detail the reasons why he
cannot truthfully either admit or deny
such matters.

§ 4.826 Discovery.

(a) Methods. Parties may obtain
discovery as provided in these rules by
depositions, written interrogatories, pro-
duction of documents, or other items;
or by permission to enter property, for
inspection and other purposes.

(b) Scope. Parties may obtain dis-
covery regarding any matter, not

to facts and

privileged, which is relevant to the sub-

ject matter involved in the hearing.

(¢c) Protective orders. Upon motion by
a party or by the person from whom
discovery is sought, and for good cause
shown, the hearing examiner may make
any order which justice requires to
limit or condition discovery in order to
protect a party or person from annoy-
ance, embarrassment, oppression, or un-
due burden or expense.

(d) Sequence and timing. Methods of
discovery may be used in any sequence.
The fact that a party is conducting dis-
covery shall not operate to delay any
other party’s discovery.

(e) Time limit, Discovery by all par-
ties will be completed within such time
as the examiner directs, from the date
the notice of hearing is served on the
applicant or recipient.

§ 4.827 Depositions.

(a) A party may take the testimony of
any person, including a party, by deposi-
tion upon oral examination. This may be
done by stipulation or by notice, ds set
forth in paragraph (b) of this section.
On motion of any party or other person
upon whom the notice is served, the hear-
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ing examiner may for cause shown en-
large or shorten the time for the dep-
osition, change the place of the dep-
osition, limit the scope of the deposi-
tion or quash the notice. Depositions of
persons other than parties or their rep-
resentatives shall be upon consent of
the deponent,

(b) (1) The party will give reasonable
notice in writing to every other party of
the time and place for taking depositions,
the name and address of each person to
be examined, if known, or a general de-
scription sufficient to identify him or the
particular class or group to which he
belongs.

(2) The notice to a deponent may be
accompanied by a request for the produc-
tion of documents and tangible things at
the taking of the deposition.

(3) A party may name as the deponent
a corporation, partnership, association,
or governmental agency and may desig-
nate a particular person within the or-
ganization whose testimony is desired
and the matters on which examination
is requested. If no particular person is
named, the organization shall designate
one or more agents to testify on its be-
half, and may set forth the matters on
which each will testify. The persons so
designated shall testify as to matters
known or reasonably available to the
organization.

(¢) Examination and cross-examina-
tion of witnesses may proceed as per-
mitted at the hearing. The witness shall
be placed under oath by a disinterested
person qualified to administer oaths by
the laws of the United States or of the
place where the examination is held, and
the testimony taken by such person shall
be recorded verbatim.

(d) During the taking of a deposition
a party or deponent may request suspen-
sion of the deposition on grounds of bad
faith in the conduct of the examination,
annoyance, embarrassment, oppression
of a deponent or party or improper ques-
tions propounded. The deposition will
then be adjourned. However, the object-
ing party or deponent must immediately
move the hearing examiner for a ruling
on his objections to the deposition con-
duct or proceedings. The hearing exam-
iner may then limit the scope or man-
ner of the taking of the deposition.

(e) The officer shall certify the depo-
sition and promptly file it with the hear-
ing examiner. Documents or true copies
of documents and other items produced
for inspection during the examination
of the witness shall, upon the request
of a party, be marked for identification
and annexed to the deposition.

(f) The party taking the deposition
shall give prompt notice of its filing to
all other parties.

§ 4.828 Use of depositions at hearing.

(a) Any part or all of a deposition
so far as admissible under §4.835 ap-
plied as though the witness were then
present and testifying, may be used
against any party who was present or
represented at the taking of the deposi-
tion or who had reasonable notice thereof
as follows:

(1) Any deposition may be used for
contradiction or impeachment of the de-
ponent as a witness.

(2) The deposition of a party, or of
an agent designated to testify on behalf
of a party, may be used by an adverse
party for any purpose.

(3) The deposition of any witness may
be used for any purpose if the party
offering the deposition has been unable
to procure the attendance of the witness
because he is dead; or if the witness is at
a greater distance than 100 miles from
the place of hearing, or is out of the
United States, unless it appears that
the absence of the witness was procured
by the party offering the deposition: or
if the witness is unable to attend or
testify because of age, illness, infirmity,
or imprisonment; or, upon application
and notice, that such exceptional cir-
cumstances exist as to make it desirable,
in the interest of justice and with due
regard to the importance of presenting
the testimony of witnesses orally in open
hearing, to allow the deposition to be
used.

(b) If only part of a deposition is
offered in evidence, the remainder be-
comes subject to introduction by any
party.

(¢c) Objection may be made at the
hearing fo receiving in evidence any
deposition or part thereof for any reason
which would require the exclusion of the
evidence if the witness were then pres-
ent and testifying.

§ 4.829 Interrogatories to parties.

(a) Any party may serve upon any
other party written interrogatories after
the notice of hearing has been filed. If
the party served is a corporation, part-
nership, association, or governmental
agency, an agent shall furnish such in-
formation as is available to the party.

(b) Each interrogatory shall be an-
swered separately and fully in writing
under oath, unless it is objected to, in
which event the objection shall be stated
in lieu of an answer. The answers are to
be signed by the person making them,
and the objections signed by the attorney
or other representative making them.
Answers and objections shall be made
within 30 days after the service of the
interrogatories. The party submitting the
interrogatories may move for an order
under § 4.831 with respect to any objec-
tion to or other failure to answer an
interrogatory.

(¢) Interrogatories shall relate to any
matter not privileged which is relevant
to the subject matter of the hearing.

§ 4.830 Production of documents and
things and entry upon land for in-
spection and other purposes.

(a) After the notice of hearing has
been filed, any party may serve on any
other party a request to produce z}nd or
permit the party, or someone acting on
his behalf, to inspect and copy any
designated documents, phonorecords.
and other data compilations from which
information can be obtained and which
are in the possession, custody, or con-
trol of the party upon whom the request
is served. If necessary, translation of data
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compilations shall be done by the party
furnishing the information.

(b) After the notice of hearing has
been filed, any party may serve on any
other party & request to permit entry
upon designated property in the posses-
sion or control of the party upon whom
the request is served for the purpose of
inspection, measuring, surveying or
photographing, testing, or sampling the
property or any designated object.

(¢) Each request shall set forth with

reasonable particularity the items to be
inspected and shall specify a reasonable
time, place, and manner of making the
inspection and performing the related
acts. !
(d) The party upon whom the request
is served shall respond within 15 days
after the service of the request. The re-
sponse shall state, with respect to each
item, that inspection and related ac-
tivities will be permitted as requested,
unless there are objections in which case
the reasons for each objection shall be
stated, The party submitting the request
may move for an order under §4.831
with respect to any objection to or other
failure to respond.

§4.831

(a) A party, upon reasonable notice
to other parties and all persons affected
thereby, may move for an order as
follows:

(1) If a deponent fails to answer a
question propounded or submitted under
§4.827(c), or a corporation or other
entity fails to make a designation under
§4.827(b) (3), or a party fails to answer
an interrogatory submitted under § 4.829,
or if a party, under §4.830 fails to re-
spond that Inspection will be permitted
or fails to permit inspection, the dis-
covering party may move for an order
compelling an answer, a designation, or
inspection.

(2) An evasive or incomplete answer
is to be treated as a failure to answer.

(b) If a party or an agent designated
to testify fails to obey an order to permit
discovery, the hearing examiner may
make such orders as are just, including:

(1) That the matters regarding which
the order was made or any other desig-
nated facts shall be established in ac-
cordance with the claim of the party
obtaining the order;

(2) Refusing to allow the disobedient
party to support or oppose designated
claims or defenses, or prohibiting him
from introducing designated matters in
evidence.

(¢) If a party or an agent designated
to testify fails after proper service (1)
to appear for his deposition, (2) to serve
answers or objections to interrogatories
submitted under § 4.829 or (3) to serve
a written response to a request for in-
spection, submitted under §4.830, the
hearing examiner on motion may make
such orders as are just, including those
authorized wunder subparagraphs (1)
and (2) of paragraph (b) of this section.

§1.832 Ex parte communications.

. (a) Written or oral communications
involving any substantive or procedural

Sanctions.

PROPOSED RULE MAKING

issue in a matter subject to these pro-
ceedings, directed to the hearing exami-
ner, the Director, or the Director, Office
of Hearings and Appeals, shall be
deemed ex parte communications and
are not to be considered part of any
record or the basis for any official deci-
sion, unless the communication is made
by motion pursuant to these rules.

(b) The hearing examiner shall nof
consult any person, or party, on any fact
in issue or on the merits of the matter
before him unless upon notice and op-
portunity for all parties to participate.

(c) No employee or agent of the Fed-
eral Government engaged in the investi-
gation and prosecution of a proceeding
governed by these rules shall participate
or advise in the rendering of any recom-
mended or final decision, except as wit-
ness or counsel in the proceeding.

PREHEARING

§ 4.833 Prehearing conferences.

(a) Within 15 days after the answer
has been filed, the hearing examiner will
establish a prehearing conference date
for all parties including persons or orga-
nizations whose petition requesting party
status has not been ruled upon. Written
notice of the prehearing conference shall
be sent by the hearing examiner.

(b) At the prehearing conference the
following matters, among others, shall
be considered; (1) Simplification and
delineation of the issues to be heard;
(2) stipulations; (3) limitation of num-
ber of witnesses; and exchange of wit-
ness lists; (4) procedure applicable to
the proceeding; (5) offers of settlement;
and (6) scheduling of the dates for ex-
change of exhibits. Additional prehear-
ing conferences may be scheduled at the
discretion of the hearing examiner, upon
his own motion or the motion of a party.

HEARING
§ 4.834 Purpose.

(a) The hearing is directed primarily
to receiving factual evidence and expert
opinion testimony related to the issues
in the proceeding. A hearing will be held
only in cases where issues of fact must be
resolved in order to determine whether
the applicant or recipient has failed to
comply with one or more applicable re-
quirements of title VI of the Civil Rights
Act of 1984 (sec. 602, 42 U.S.C. 20004-1)
and Part 17 of this title. However, this
shall not prevent the parties from enter-
ing into a stipulation of the facts.

(b) If all facts are stipulated, the pro-
ceedings shall go to conclusion in ac-
cordance with Part 17 of this title and
the rules in this subpart.

(¢) In any case where it appears from
the answer of the applicant or recipient
to the notice of hearing or notice of op-
portunity to request & hearing, from his
failure timely to answer, or from his
admissions or stipulations in the record
that there are no matters of material fact
in dispute, the hearing examiner may
enter an order so finding, vacating the
hearing date if one has been set, and fix-
ing the time for the submission of evi-
dence by the Government for the record.
Thereafter, the proceedings shall go to
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conclusion in accordance with Part 17 of
this title and the rules in this subpart.
An appeal from such order may be al-
lowed in accordance with the rules for
interlocutory appeal in § 4.823.

§ 4.835 Evidence.

Formal rules of evidence will not apply
to the proceeding. Irrelevant, immadterial,
unreliable, and unduly repetitious evi-
dence will be excluded from the record of
a hearing. Hearsay evidence shall not be
inadmissible as such.

§ 4.836 Official notice.

Whenever a party offers a public docu-
ment, or part thereof, in evidence, and
such document, or part thereof, has been
shown by the offeror to be reasonably
available to the public, such document
need not be produced or marked for
identification, but may be offered for offi-
cial notice as a public document item by
specifying the document or relevant part
thereof. Official notice may also be taken
of other matters, at the discretion of the
hearing examiner.

§ 4.837 Testimony.

Testimony shall be given under oath by
witnesses at the hearing. A witness shall
be available for cross-examination, and,
at the discretion of the hearing examiner,
may be cross-examined without regard
to the scope of direct examination as to
any matter which is material to the
proceeding.

§ 4.838 Objections.

Objections to evidence shall be timely,
and the party making them shall briefly
state the ground relied upon.

§ 4.839 Exceptions.

Exceptions to rulings of the hearing
examiner are unnecessary. It is sufficient
that a party, at the time the ruling of the
hearing examiner is sought, makes
known the action which he desires the
hearing examiner to take, or his objec-
tion to an action taken, and his ground
therefor.

§ 4.810 Offer of proof.

An offer of proof made in connection
with an objection taken to any ruling of
the hearing examiner excluding proffered
oral testimony shall consist of a state-
ment of the substance of the evidence
which counsel contends would be ad-
duced by such testimony. If the excluded
evidence consists of evidence in written
form or consists of reference to docu-
ments, a copy of such evidence shall be
marked for identification and shall ac-
company the record as the offer of proof.

§ 4.841 Official transcript.

An official reporter will be designated
for all hearings. The official transcripts
of testimony and argument taken, fo-
gether with any exhibits, briefs, or
memoranda of law filed therewith, shall
be filed with the hearing examiner.
Transeripts may be obtained by the par-
ties and the public from the official re-
porter at rates not to exceed the ap-
plicable rates fixed by the contract with

the reporter. Upon notice to all parties,
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the hearing examiner may authorize such
corrections to the transeript as are nec-
essary to accurately reflect the testi-
mony.

POSTHEARING PROCEDURES

§ 4842 Proposed findings of fact and
conclusions of law.

Within 30 days after the close of the
hearing each party may file, or the hear-
ing examiner may request, proposed find-
ings of fact and conclusions of law to-
gether with supporting briefs. Such pro-
posals and briefs shall be served on all
parties and amici. Reply briefs may be
submitted within 15 days after receipt
of the initial proposals and briefs. Reply
briefs should be filed and served on all
parties and amiei.

§ 4.843 Record for decision.

The hearing examiner will make his
decision upon the basis of the record be-
fore him. The transeript of testimony,
exhibits, and all papers, documents, and
requests filed in the proceedings, shall
constitute the record for decision and
may be inspected and copied.

§ 4.844 Notification of right to file
exceplions.

The provisions of §17.9 of this title
govern the making of decisions by hear-
ing examiners, the Director, Office of
Hearings and Appeals, and the Secretary.
A hearing examiner shall, in any inital
decision made by him, specifically in-
form the applicant or recipient of his
right under § 17.9 of this title to file ex-
ceptions with the Director, Office of
Hearings and Appeals. In instances in
which the record is certified to the Di-
rector, Office of Hearings and Appeals,
or he reviews the decision of a hearing
examiner, he shall give the applicant
or recipient a notice of certification or
notice of review which specifically in-
forms the applicant or recipient that,
within a stated period, which shall not
be less than 30 days after service of
the notice, he may file briefs or other
written statements of his contentions.

§ 4.845 Final review by Secretary.

Paragraph (f) of §17.9 of this title
requires that any final decision of a hear-
ing examiner or of the Director, Office of
Hearings and Appeals, which provides
for the suspension or termination of, or
the refusal to grant or continue Federal
financial assistance, or the imposition
of any other sanction available under
Part 17 of this title or the Act, shall be
transmitted to the Secretary. The ap-
plicant or recipient shall have 20 days
following service upon him of such notice
to submit to the Secretary exceptions to
the decision and supporting briefs or
memoranda suggesting remission or
mitigation of the sanctions proposed.
The Director shall have 10 days after
the filing of the exceptions and briefs in
which to reply.

[FR Doc.72-11243 Filed 7-20-72;8:47 am)

FEDERAL

PROPOSED RULE MAKING

DEPARTMENT OF AGRICULTURE

Agricultural Marketing Service
[7 CFR Part 321
MOHAIR TOP
Proposed Siandards for Grades

Notice is hereby given in accordance
with the administrative procedure pro-
visions in 5 U.8.C. 553 that pursuant to
the Agricultural Marketing Act of 1946,
as amended (7 U.S.C. 1621 et seq.), the
Department proposes to promulgate offi-
cial standards of the United States for
grades of mohair top (7 CFR Part 32),
provisions governing methods for deter-
mining the grade of mohair top, and
provisions governing the distribution of
samples representative of official mohair
top grade standards as set forth below.

Statement of considerations. The
mohair top grade standards are proposed
under authority of the Agricultural Mar-
keting Act of 1946 which provides for
issuance of official U.S. grade standards
to designate different levels of quality of
agricultural products for the voluntary
use of producers, buyers, and others.

Based largely on information devel-
oped by the U.S. Department of Agri-
culture, specifications for grades of mo-
hair top were originally issued in 1955
by the American Society for Testing and
Materials (ASTM). Some buyers, comb-
ing mills, manufacturers, and spinners
have used these specifications or varia-
tions of them, while others have main-
tained their own requirements for the
various grades.

In 1967 and 1968 a study was con-
ducted by the Department in coopera-
tion with the mohair industry and ASTM
in which fineness and variability meas-
urement data were gathered on several
hundred lots of mohair top. As a result
of these investigations, ASTM revised its
standard specifications for grades of
mohair top in 1969. The official mohair
top grade standards now being proposed
are identical with those adopted by the
ASTM and are coordinated with the of-

TABLE 1—SPECIFICATIONS FOR

THE OFFICIAL GRADES OF Mouam Top

Fiber diameter dispersion: percent !

ficial standards for grades of grease
mohair which were adopted August 1,
1971. These grade standards would pro-
vide a universally understood language
for identifying differences in mohair top
and thereby facilitate trade among
dealers, manufacturers, topmakers, spin-
ners, and international traders.

The proposed official mohair top
standards as outlined herein provigde
specifications in terms of average fiber
diameter and fiber diameter dispersion
for 12 grades: Finer than 40’s, 40's, 36’,
32’s, 30’s, 28’s, 26’s, 24's, 22's, 20's, 18's,
and coarser than 18's. If the fiber di-
ameter dispersion does not meet, the
specifications for the grade to which the
average fiber diameter corresponds, the
mohair top is assigned a dual-grade des-
ignation. In such cases, the first designa-
tion would indicate the grade based on
average fiber diameter and the second
designation would be that of the next
coarser grade,

The proposed standards have been de-
veloped after extensive testing and ex-
amination of current mohair top produc-
tion. In addition to the cooperative study
with the Mohair Council of America, dis-
cussions were held with trade groups and
other segments of the mohair industry.
Their opinions and suggestions have
been given careful consideration in the
development of these standards.

It is proposed to establish official
standards for grades of mohair top as
follows:

OFFICIAL STANDARDS OF THE UNITED STATES
FOR GRADES OF MOHAIR Top

§ 32.100 Official mohair top grades,

The official grades for mohair top and
the specifications for each shall be those
set forth in table 1. However, mohair
top which qualifies for a grade on the
basis of its average fiber diameter but
does not meet the fiber diameter disper-
sion requirement for that same grade
shall be assigned a dual-grade designa-
fion. In such cases, the first designation
shall indicate the grade based on aver-
age fiber diameter and the second des-
ignation shall be that of the next coarser
grade.

—  Approxi

Limits for 30 40 30.1 40,1 50.1 60,1 mate
Grade average diamoter microns microns mierons microns microns microns microns number
(microns) and and and and and and and of fiber
under, under, under, over, over, over, over, measurc
mini- mini- mini- maxi- maxi- maxi- maxi-  ents?
mum mum mum mum mum mum mium
Fiuer than 40's. . Under 23.55__ . __ 1 1,000
[ AR R 23.55 to 25.54  ___ il 1,000
36’s. . 25,55 to 27.54 6 .. 1,200
32's - 2155102054 _ O 1, 200
80's .. 20.55 to 81, 13 1,400
28’s . B1.55 to 33. 20 1,400
26's. - 33.55 to 35. 27 1,600
24’s - 85.55 to 37, 36 1, 600
22's 37.55 to 39. 44 1,800
20's. 39.55 to 41, 2,200
- 41.55 to 4 2,200

=
]

1
Coarser than 18’s Owvaer 4

2,000

! The 2d maximum percent shown for any grade is a part of, and not in addition to, the 1st maximum percent. In
each grade, the minfmum percent and the 1st maximum percent total 100 percent,

* The number of fibers to measare for each test shall be the number needed to attain confidence limits of the mean
within +0.40 micron at a probability of 95 percent. The approximate number of fibers for the grades listed above may

serve as a guide to the number of measurements needed

10 meet the required confidence limits,
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